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AFTER THE CEASE-FIRE 


BRITISH PROSPECTS IN THE MIDDLE EAST 


EVILLE CHAMBERLAIN came back from Munich to be received 

with the applause of the great majority of his countrymen: it was only in 
retrospect that indignant reproaches for the policy of appeasement gathered 
about his head. To find a parallel for the obloquy that has been heaped upon 
the present Prime Minister by his opponents in the dispute over Suez it is 
necessary to look back past Chamberlain and Munich to Asquith and the 
Home Rule controversy of 1914. Yet no one has a right to moral denuncia- 
tion of Sir Anthony Eden and M. Mollet who has not an alternative policy 
for surmounting the dangerous emergency with which they were confronted 
at the end of October. They saw the Israeli advance into Sinai as the striking 
of a match in a region where high explosives had been accumulating for a 
long time. Who can say certainly that they were wrong? The eventual inten- 
tion of Egypt to lead the Arab States in a concerted effort to expunge Israel 
from the map had been openly and loudly proclaimed; taken together with 
the counter-attack it had now provoked, it justified the fear that this might 
be the moment when the whole Middle East would burst into flame. Possibly 
the fear was exaggerated; it might also be argued tKat all the intelligence that 
has since come to public knowledge concerning the extent of Russian arma- 
ment of the probable belligerents suggests that the danger may have been 
even greater than was immediately realized. 

At any rate, Sir Anthony Eden and M. Mollet had a right to conclude, as 
they did, that there was an instant threat of war, which might develop into a 
world conflagration and would certainly further endanger the Suez Canal, 
the free working of which was a supreme interest not only of Great Britain 
and France but of the Commonwealth and of all Western Europe. It is prima 
facie the responsibility of Great Powers to prevent such a war at the outset. 
In this case it might well be maintained that the responsibility ought to be 
shared with their partners in the North Atlantic Alliance, and especially with 
the British Commonwealth and the United States of America. But hopes of 
effective help from that quarter had been dwindling for months. The evident 
reluctance of public opinion in the United States to recognize any major 
interest in the peace of the Middle East, and the vacillations of Mr. Foster 
Dulles since the original seizure of the Canal Company by Colonel Nasser, 
had induced a very comprehensible, if regrettable, mood of exasperation. 
This mood, together with the need for strategical surprise, no doubt accounts 
for the affront given to the United States. But the gravamen of the moral 
case which it has been sought to make against the two governments is 
rather that their responsibility for peace had been wholly transferred to the 
United Nations. Whether, in the circumstances of the Suez case, that is the 
necessary interpretation of the Charter is debatable: both sides have been 
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taken by international lawyers of repute. What is not debatable is that a 
decision to leave action to the United Nations would have meant no action 
at all. The impotence of the United Nations to control the situation in the 
Middle East had been demonstrated by five years of acquiescence—for which 
Great Britain and France admittedly share the blame—in Egypt’s defiance 
of the resolution condemning her blockade of Israeli shipping in the Canal. 
Since it was now quite certain that the rule of unanimity in the Security 
Council would deprive it of power to intervene in the immediate crisis, a 
decision to defer the Anglo-French action until reference had been made to 
the Council and proved abortive would have been not so much to postpone 
the assumption of responsibility as to shirk it. 

So much must be said in vindication of the courage and integrity of Sir 
Anthony Eden and M. Mollet in deciding to intervene. It is not so easy to 
ptaise the judgment with which the enterprise was carried out, to be satisfied 
with the results achieved, or to be sanguine about the consequences likely to 
flow from it in the years ahead. World opinion was left in doubt whether the 
purpose of intervention was to stop the fighting or to secure the Canal, and 
in the confusion of motives was quick to suspect less creditable intentions. 
The two statesmen might have been expected to realize that, if they eschewed 
recourse to the United Nations, they depended all the more on their alliances. 
The consequence of neglecting them became immediately apparent. They 
had assumed it to be within the capacity of these two Great Powers to impose 
their authority on lesser states whose quarrel endangered the peace of the 
world. Events go to show that this was a miscalculation. It is a disagreeable 
conclusion; but the facts have to be faced. 

The fact is that Great Britain and France decided on October 30 to enter 
the Canal Zone with military force, the intention being to stop the fighting 
between Israel and Egypt and to take over the protection of the Canal. At 
midnight on November 6 they ordered their troops to cease fire, being then 
in occupation not of the length of the Canal but only of Port Said, its northern 
entrance. 

This was a plain abandonment of the original plan, carrying a considerable 
suggestion of a failure of nerve. What had evidently happened was that the 
two governments had been taken completely by surprise by the extent of the 
forces of opposition that converged, at home and abroad, against their policy. 
Public opinion in both countries, and especially in England, was irrecon- 
cilably divided. The United States stood aloof in frigid disapproval, and 
Canada in umbrage at not having been consulted. India and Pakistan were 
hostile. The lesser Powers in the General Assembly of the United Nations 
condemned the Anglo-French intervention. In the Commonwealth only 
Australia and New Zealand acknowledged its justification. On top of all 
Russia threatened to come in arms to the rescue of Egypt from “imperialism”, 
with gestures of unctuous self-righteousness in the very midst of her brutal 
suppression of the Hungarian patriots’ struggle for liberty. These threats 
had to be taken seriously, especially since the justification of the original 
Anglo-French enterprise was essentially dependent on the belief that it would 
obviate an immediate danger of general war. Had the two Powers acted 
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immediately and successfully upon Colonel Nasset’s aggression against 
the Canal Company, it is possible that they might have found themselves 
leading the reaction of world opinion against his lawless act. Now that their 
move could be represented, however unfairly, as a mere attempt to recover 
the former British position on Egyptian territory, possibly even plotted in 
collusion with Israel, their isolation was complete. It was in these circum- 
stances that they decided to halt the action, and hand over to the United 
Nations the mission they had assumed of imposing peace in the desert and 
on the Israeli-Egyptian frontier. 

The immediate object of the expedition has been accomplished : the com- 
batants have been separated, and it may be presumed that the presence of the 
United Nations “police” force will continue to keep them apart. But no 
other of the obstinate problems of the region has been solved, or even 
mitigated. Colonel Nasser is still in office, and his hostility to the Western 
Powers aggravated. No security has been gained for the long-term operation 
of the Suez Canal, and for the immediate future it is totally blocked by sunken 
ships. The position of Israel, isolated in a semicircle of hostile Arab states, 
remains as precarious as before. There is no evidence that the flow of Russian 
arms into the Middle East has been checked, and though the over-effusive 
offers of “‘volunteer” help have caused more alarm than gratification among 
the proposed beneficiaries, it would be rash to infer that resistance to the 
spread of Russian influence has been lastingly strengthened. 

These long-standing embarrassments have now to be faced afresh under 
the handicap of the severe setback caused to the whole economy of Western 
Europe by the closure of the Suez Canal for perhaps six months, and by the 
cutting of one of the pipelines connecting the Middle Eastern oilfields 
with the Mediterranean. An estimate of our dependence on the oil traffic is 
made in an article* in the present issue of THE Rounp Tasxe. For months 
we shall be suppliants for oil to turn the wheels of transport and industry. 
Our experience may well be painful and humiliating. The only alternative 
source of oil on a large scale is Texas; and no arrangements have been 
made with the United States to supply it, or to ease the extreme difficulties of 
financing its import from Europe’s inadequate dollar resources. It cannot 
be assumed that the American Government in its present mood will strain 
any point to be helpful. Its comparative apathy to the Middle Eastern 
question has not been effectively disturbed. All recent reports go to show 
that the fundamental axiom of American thinking, that a close understanding 
with Great Britain is the essential security for world peace, is unshaken by 
the present divergence of policy. But public opinion in the United States 
takes little account of specific issues in foreign affairs; it is dominated by 
dread of another world war, and for that reason shrinks from all commit- 
ments in distant regions. Reflecting this attitude the Administration have 
their eyes fixed not on the Canal but on the Kremlin. At least so long as the 
eruptions in Central Europe continue the United States will have little atten- 
tion to spare for the storm-centre farther East. The President has said almost 


* See “The Cost of Suez”, pp. 8-17. 
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in so many words that all American responsibility in the Suez region has v 
been delegated to the United Nations. 
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A Great Experiment m 

HE United Nations now stands committed to the greatest single experi- 2 
ment of its career. The situation is more complex than when it had to te 
grapple with aggression in Korea. Then the accident that Russia was tem- - 
porarily standing aloof made it possible for President Truman to give a " 
vigorous lead with some confidence that lesser members would rally to the Fe 
support of the United States. Now we have the usual situation of cleavage d 
between the major Powers in the Security Council; and Russia is fishing re 
eagerly in troubled waters and encouraging the Communist Powers of Asia rf 
to take a rod: The “Uniting for Peace” resolution of 1950, under which 7 
the dispatch of the international police force to the Canal has become pos- e 
sible, was in its origin an attempt to evade the Soviet power of veto; it has - 


now been invoked to defeat that of Great Britain and France. Its effect is to 
transfer the right of moral legitimation of international action to the General : 
Assembly. The censure of these two Powers by a block vote of small states 
unaccustomed to responsibility in world affairs has given one more example 
of the general defection from Western hegemony. In the General Assembly 
with its 79 states, large and small, all with an equal vote, the Afro-Asian 
countries together with the Soviet block count for very nearly half. It is 
significant that, as this article was being written, Italy defeated Liberia by 
only one vote for election to the eighth Vice-Presidency. Italy and Liberia— 
a strange contrast in historical and world values. 

After confirming the separation of the combatants, the immediate respon- 
sibility of the United Nations is to find a solution to the Canal question. But 
even supposing that the Canal is occupied, cleared, reopened, and placcd 
for the future under a control internationally acceptable, the deeper issues 
remain. The United Nations cannot now turn back from an attempt to 
solve the whole problem of the Middle East, which involves bringing the 
nations to agreement on what is to be the future of Israel. Underlying all is 
the disposition of the vast element of world power that is implicit in the 
control of oil. 

It is here that the issues pass beyond the range of the United Nations as a 
collectivity. The division of interest is within its ranks, and the Western 
Powers must for survival re-establish a common policy. The absence of such 
a policy was the cause, not the consequence, of the Suez crisis, which in turn 
has both deepened the cleavage between Western Europe and America and 
made its disastrous character more conspicuous. It is now necessary to con- 
vince the United States, however slowly and reluctantly, that overriding all 
other interests is the need for her weight to be thrown into the same scale as 
that of her European allies in settling the future of the Middle East, whether 
the settlement is achieved by the United Nations or in any other way. For 
this may be the decisive theatre of the cold war. The question at issue is 
whether the greatest reserve of oil in the world is to be kept on the side of the 
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Western powers or transferred to that of the Russians—who loom over the 
oilfields from a distance of hundreds—not thousands—of miles. 

This, the greatest of all threats to the balance of world economic and 
military power, has long been visible to British Commonwealth govern- 
ments; but because of geographical remoteness it has made little impression 
on American minds, and for years little American help has been forthcoming 
to provide against it. The Suez crisis has shown the Soviet visibly and 
audibly thrusting towards the danger zone with a force that, it would seem, 
can no longer be ignored even beyond the Atlantic. If the Russians establish 
a position of power in the Middle East, with a determinant authority over 
the traffic from the oilfields, they turn the flank, not of Europe only, but of 
the whole Western world. The inability of Great Britain and France to carry 
through their enterprise on the Canal to the end has shown that it is no 
longer possible for these two Powers alone to assume authority on behalf of 
the West. Neither is it possible for America alone. Yet if the danger is not 
authoritatively handled all will be defeated together. At every point of the 
globe where the hostility of the East bears upon Western interests it is urgent 
to bring the whole potential of Western co-operation to the defence. The Suez 
crisis has shown that for international purposes the sovereignty of Great 
Britain and France is to some degree in commission; and so, judged by the 
Middle Eastern test, is that of the United States. 

It is all the more urgently necessary to repair the Western Alliance, and, it 
may seem, all the more difficult, since President Eisenhower in his first press 
conference after re-election has declared that the United Nations should be 
left alone to deal with the Middle East. He added that, when immediate 
causes of friction had been disposed of, the United States would be ready 
with constructive proposals for the future. But what is the United Nations 
as an executive government? Ij is the Secretary General, some 5,000 soldiers, 
arid at the back a Security Council subject to Russian veto, and a General 
Assembly in which the Western nations (including the U.S.A.) which created 
U.N. may now be in a minority. It is a General Assembly that Colonel Nasser 
has defied for years, and that has no power to deflect the Soviet Government 
by one inch from its course in Hungary. It is a strange world, where apparently 
the U.S. Government keeps one-third of its strategic Air Force in the air 
day and night throughout the year in case of a Russian surprise, but at the 
same time has turned a blind eye to the threat of Russia’s advance in the vital 
strategic area of the Middle East. 











THE COST OF SUEZ 


ECONOMIC BACKGROUND OF THE CANAL DISPUTE 


~ economic terms, the price of anything is finally determined by the cost 
of doing without it. Both the Western powers and Egypt have had cause 
to remember that principle in the months of dispute, public argument and 
later armed hostilities since Egypt seized the Suez Canal at the end of July. 
Political considerations of prestige and nationalism have inevitably been 
uppermost in the claims on both sides, and may have indeed settled the issue 
of resort to force. But the nationalization of the Canal was essentially an 
economic threat, quite apart from the political insult; and the West has 
backed its repudiation of the legality of that act, and its political pressure 
through the United Nations, with economic sanctions against Egypt that 
would have become mote effective even if hostilities had not begun. 

The economic significance of the 5uez Canal is perhaps most simply 
illustrated by the fact that students of world trade use its daily and monthly 
returns of ships and cargoes clearing the Canal as one of the best barometers 
of world trade and economic activity. Roughly a sixth of all the cargo moved 
in seaborne trade throughout the world goes through the Canal, and since 
the war its proportionate importance has indeed been growing, Suez traffic 
iaving mounted faster than ocean trade elsewhere. Moreover, the most 
important element in Suez trade—oil movement from the Persian Gulf to 
Europe—seemed until Nasser’s coup likely to grow, and therefore to increase 
the total of traffic via Suez, even faster in the next ten years than in the last. 
But long before the next decade is ended, the pressure of oil traffic on the 
Canal would have raised the question of devéloping its capacity beyond the 
latest plan of improvement set in hand by the Compagnie Universelle du 
Canal Maritime de Suez: and with the continuance even of this plan now 
jeopardized by the Egyptian seizure, the Israeli attack and the Anglo-French 
intervention, the oil companies have had to look elsewhere so much the 
sooner. 

In the first six months of this year—perhaps the last under a stable commer- 
cial management—8,122 ships passed through the Canal, with a combined 
“Suez net tonnage”* of 64,625,000 tons, a total some 124 per cent greater 
than in the first half of 1955. These ships carried 60,866,000 tons of cargo, 
which represented an increase of 14} per cent. Nearly 80 per cent of the total 
cargo was carried from “south to north” (or in the more familiar terms of 
simple geography, from east to west) through the canal, though the numbers 
and tonnage of ships going in each direction along the Canal were roughly 
equal. Dry cargo ships normally carry roughly as much cargo towards the 


* This is a measurement peculiar to the Canal, though every ship is measured and 
issued with a “Suez Canal Certificate” by its own authorities (in the U.K. the Ministry of 
Transport). A ship’s “Suez net tonnage” is slightly greater than its British “net registered 
tonnage”. 
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Orient as from it, through the Canal; but of the petroleum that in the first 
half of this year constituted 65 per cent of the total cargo passing through 
the Canal, only about 3 per cent moved towards the Orient. The over- 
whelming majority of Canal oil traffic was from the Persian Gulf towards 
the West; and the large fleet of tankers carrying this used to return in ballast 
through the Canal to the Gulf. 

The bulk of traffic through the Suez Canal was, indeed, between Western 
Europe and Aden, the Red Sea and the Persian Gulf: Europe is the origin or 
destination of, say, 85 per cent of the traffic on this side of Suez, and on the 
other side about 65 per cent moves to or from the Gulf and surrounding 
territories. The Canal is still the main channel for exchanging the manu- 
factured goods of Europe for the raw materials of the Orient. The nature of 
cargoes recorded in transit emphasizes this traditional trade: manufactured 
metals, chemicals and cement moving from the west together with machinery, 
paper, refined petroleum products and railway supplies; and in return a mas- 
sive movement of crude oil, metal ores, cereals, oils and fats, textile fibres, 
rubber and the like. Upon such exchange has been built the whole trade of 
Europe with the primary producing nations of the East. 

The industrial economics of Western Europe depend integrally upon 
these supplies of fuel and raw materials; and in recent years, while their 
dependence upon certain supplies from East of Suez has declined or become 
rather less absolute, their dependence upon a fuel that is also a basic raw 
material for modern technology has become at once more complete and 
more concentrated in Near Eastern territories reached primarily through the 
Canal. It will be necessary later to consider Britain’s and Western Europe’s 
present and future needs of Middle Eastern oil separately; but in this context 
it is worth remembering that most of the substitutes for natural materials 
offered by twentieth-century technology—the synthetic rubbers, dyes and 
textiles—are themselves made out of hydrocarbon fuels, coal or oil. 

As had become politically obvious during the months of international 
discussion over Suez, the Canal and its traffic have nothing like the same 
economic significance at present to the United States and (though the Com- 
munists have hastened to use the issue to weaken Western influence in the 
Near East and advance their own) little direct economic significance to 
Russia. Littl more than 12 per cent of trade via Suez, in 1955, sailed to or 
from American ports; though most of the “trickle” of oil that the United 
States has already begun to import from the Middle East—about 14 million 
tons a year, at present—comes through the Canal. Russia’s main interest in 
the Canal—again in oil, though oil moving from north to south along it— 
is much smaller, though it has been growing recently: it finds this a con- 
venient route to move some of its exports of refined petroleum within the 
Soviet orbit, from Rumania and the Black Sea on the way to China and 
Siberia. Russian willingness to make trouble over Suez has therefore been 
comparatively unalloyed by concern about the continued efficiency of its 
operations; and American feelings, mixed between the desire to preserve 
the rule of law for private investment overseas and vague emotional sym- 
pathies with “anti-colonialism”, have had an insufficient sheet-anchor of 
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self-interest in this issue to support really effective united demands upon 
Egypt. 
Egypt’s Limited Interest 

T is also true—and objectively, in the long run, perhaps also unfortunate— 

that until it thrust them in by force, Egypt’s direct interests in the opera- 
tions of the Canal were somewhat limited. Its original 15 per cent interest in 
Canal profits, in accordance with the concession of 1866, was sold by the 
Khedive in 1900 to the Credit Foncier, which later transferred this interest in 
the Canal profits to a trust formed in France expressly for the purpose of 
holding these rights. Egypt has had, of course, the development of the Nile 
Valley through the water supplies made available by the Suez Canal Com- 
pany, a large amount of direct and indirect employment, and the building of 
thriving towns at Port Said, Ismailia and Suez, which lived upon the traffic 
of the Canal. It has also, in recent years, received substantial revenues in 
taxes and social charges : in the latest year of the Company’s operations, these 
have been estimated at some £3,500,000. Nevertheless, its direct interest in 
the development of Canal traffic—until it seized the Company’s fixed assets 
in Egypt in July—was not very great; and it has indeed been suggested that 
the more elaborate convoy systems required by mounting traffic had been 
cutting down tree time in port at each end of the Canal—and hence the 
commercial opportunities of traders in towns such as Port Said. 

Egypt had in prospect, however, the transfer of the Canal to its ownership 
by 1968, had it remained within its rights under the concession; and it is in 
the light of this timetable that the Canal Company’s relations with the 
Egyptian Government, its financial and reconstruction policies—and its 
rights in this international dispute, which most of the governments concerned 
in the argument have on occasion tended to ignore—must be considered. 
The Company had agreed to train a growing proportion of Egyptians as 
pilots and for senior posts in its administration, and was indeed doing so; 
though it argues that the scarcity of Egyptians of the requisite qualities was 
forming an obstacle to the acceleration of this process. That occurs, in- 
evitably, in any preparations for a transfer of control; nationalists, in their 
turn, equally inevitably, are never wholly satisfied that the selectors are not 
using too fine a mesh. As the Company has reported since the seizure, it had 
been aware for some time of tendencies inimical to its own interests in 
Egyptian Government policies; but the recent agreement about investing 
some larger part of its large liquid assets within Egypt had been reached 
fairly amicably. 

Its financial assets are indeed large: those held outside Europe have been 
estimated by outside sources as some £60 million, though the stock-market 
value in July that Nasser chose as a basis for his excessively low offer of 
compensation totalled only about {90 million. The Company was indeed 
making a comfortably large profit and paying handsome dividends. Yet 
there is no question whatever of its charging high tolls upon Canal traffic. 
Indeed, to the outside economist the only question that occurs is whether 
the Company was charging enough. 

One of the fears voiced most frequently since the Egyptians seized the 
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Canal has been that Nasser would put up dues and thus “‘soak” the Western 
consumer for the benefit of his own ventures in investment inside Egypt, 
such as the High Dam at Aswan—if not indeed for military adventures across 
Egypt’s borders. Those are reasonable fears, with this dictator and his record. 
Yet the dues when he seized the Canal—and so far, since then—were lower 
than they had been fifteen years before, in the much higher money values of 
1941. Ships were paying only 7s. a “Suez net ton” to sail through with cargo, 
and 35. 2d. a ton when empty, in ballast. 

A canal of this nature, linking two oceans, enjoys a monopoly position, 
and could draw whatever rent the traffic would bear. The obvious limit 
would come at a point where the savings in time, operating costs, and 
numbers of extra voyages a year, plus possible extra earnings from inter- 
mediate trade, but less the cost of the Canal dues, were no longer sufficient 
to make the Suez transit cheaper than going round the Cape or via Panama. 
Considering Suez Canal dues in relation to the rise in other costs—and in 
earning power—of ships since before the war, nobody could deny that the 
Suez Canal Company had leant over backwards in order not to exploit that 
monopoly. A company with a necessarily limited tenure and a tremendously 
powerful bargaining position, in this juncture, has been acting with a studied 
moderation. 

The Company was in fact drawing some £32 million in dues from ships 
in transit: other income brought this up to £34 million, of which current 
costs of all kinds took £16-17 million. It was distributing about £10} million 
in dividends; devoting {2 million to reserves: and ploughing back about 
£34 million into the “Improvement and Renewal Fund”’. 

It is perhaps only this last provision for the future of the Canal about 
which any question can usefully be asked. Had the Company charged dues 
calculated more realistically, say, in the terms of maintained pre-war pur- 
chasing power, might it have been better placed to compound with Egyptian 
ambitions for a direct financial interest in Canal business, and would the 
power-hungry nationalists have been deterred from grabbing this plum of 
popular envy?—such vain speculations can be consigned to limbo. But there 
does remain some doubt whether the Company might not have squeezed a 
little more out of Canal dues—and shipowners could hardly complain until 
these had risen as much as, say, bunker fuel oil—for the further develop- 
ment of the Canal, to provide for the growth of traffic in the remaining years 
of the concession and beyond. Suez shareholders have not been exactly ill- 
treated : nevertheless, Economic Man might unrepentantly ask too whether 
they also might not have been given rather more revenue from wasting 
assets of which the price was held so remarkably low. 

The Company would answer with conviction that it was already investing 
enough to take care of Suez Canal traffic in the second half of the sixties. 
Certainly it managed to demonstrate in the last year or two that the theoretical 
capacity of the Canal, as measured in the number of ships that could be 
handled daily, had been under-rated: this assumed limit of some 40 ships a 
day had been comfortably surpassed by the careful routing of convoys. As 
to shortage of pilots, even a scratch force of Egyptians and foreign pilots 
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ignorant of the Canal has been handling more than 40 ships a day since most 
of the Company’s European pilots left Egypt. But the depth of the Canal at 
its shallowest points did impose one largely inflexible limit upon the draught 
of ships that can safely pass along its hundred miles from one sea to the other. 
And the probable growth of oil traffic to Europe appeared, to the oil com- 
panies at least, likely to prove more than the improved Canal, Nasser or not, 
would have been able to handle by the late sixties. 


Point of No Return 

HE Canal crisis occurred roughly at a point of no return for fuel policy 

in Western Europe. Within the previous eighteen months to two years, 
many of the countries of the Continent had followed Britain’s initiative in 
assessing their fuel needs for the future, and found that supplies of coal, and 
in certain cases of hydro-electric power, offered little chance of expansion at 
the rate they believed their economies could continue to develop. The table 
sets out one of the more moderate forecasts of energy demand—for the 
O.E.E.C. area as a whole and for Britain in particular—using figures estimated 
by Sir Harold Hartley’s group of experts for O.E.E.C. early this summer; 
and shows the increasing gap between these total requirements and the best 
forecasts of what fuel may be produced from sources indigenous to the 
O.E.E.C, nations. That gap, if the fuel requirements foreseen are to be met, 
will have to be closed with imported fuel. These may well include shipments 
of American and other foreign coal to Europe at a rate rising above the high 
levels seen on occasion since the war; and uranium (which strictly must also 
be accounted an imported fuel) in the comparatively small quantities that 
Britain and later other countries may possess the nuclear power stations to 
burn. But until nuclear electricity is developed far more than it perhaps can 
be for twenty years or more, most of the gap between Western Europe’s 
growing fuel demand and the fuel it can supply at home will have to be filled 
by oil—and that oil mainly from the Middle East. 


Forecasts of the Energy Balance in Western Europe, 1955-75 























million metric tons of “coal equivalent” 
1955 1965 1975 
Total energy consumption . ‘i “ . 730 840 1,200 
Indigenous production . ‘ , ; ; 584 645 755 
Gap to be filled by imported coal, uranium, oil . 146 195 445 
Of which United Kingdom: 
Consumption . ; ‘ ‘ . 270 330 390 
Home production. ; ‘ ‘ : 217 230 245 
Gap to be filled by imports . ‘ , , 53 100 145* 











* Of which, say, 40 million metric tons are covered by nuclear power. 


Most of the oil known to exist in the earth is to be found under the sands of 
the Middle East; though its output as yet is only about 20 per cent of the 
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world total, it is rising faster than that of any other major oil-producing 
area; and though the overhead costs of exploration for further reserves have 
been rising, Middle East production costs make it still the most profitable 
marginal oil producer that can offer vast extra supplies to the world market. 
Its lower costs of production may not endure; but its plenitude of extra oil 


will—longer, at any rate, than the reserves of other areas. “Proved” reserves - . 


of oil over the years, are partly a measure of what oil is in the earth and 
partly a function of the way the oil industry develops this (in many parts of 
the world the companies prefer to “prove” only a given number of years’ 
production ahead of their actual “off-take’’); so that measurement of proved 
reserves outside the Middle East, in terms of “‘years left’, always tends to be 
alarmist. However, it is possible to make some broad estimates of the extent 
to which the main areas of petroleum consumption will be able to meet 
their requirements from their own or neighbouring sources in the coming 
years; and hence to draw tentative conclusions about the future pattern of 
oil trade between the main producing areas and centres of consumption. 

Some of the broad movements of oil in international trade are illustrated 
in the two maps relating to 1938, 1955 and two future years.* Those forecast 
for 1965 and 1975 rest on certain broad assumptions. The first is that oil pro- 
duction in the Western Hemisphere, primarily in the United States and 
Venezuela, which in 1955 was slightly greater than demand and allowed a 
very small net export to the Eastern Hemisphere, will during the sixties 
become insufficient for Western demand. From then on the balance of net 
exports will begin to flow from East (and especially from Middle East) to 
West, though some considerable cross-trade in refined products may still 
swell the gross tonnages of oil moving between the two hemispheres. In, say, 
twenty years’ time the Eastern Hemisphere may be exporting between 100 
million and 200 million tons of petroleum “net” a year to the Western 
Hemisphere, primarily to feed the huge consumption of the United States, 
unless that country should be driven to pioneer heavy use of synthetic hydro- 
carbon fuels from its tar sands or coal deposits. America, that is to say, may 
become dependent on the Middle East for marginal but substantial supplies 
of oil by the end of the sixties, and that dependence will grow. Economically, 
in the American oil industry, that line of likely development is well under- 
stood. But politically, in a country where “oil imports” have an almost 
emotionally-charged significance, it is not discussed too widely, and has not 
in public at least had the influence upon discussion of the Suez dispute that 
might logically have bees. expected, 

From an American standpoint, however, it can be said that by the time 
that the United States is expected to become even a marginally significant 
net importer of oil from the Middle East, the Egyptians would have been 
handed the Suez Canal; and that anyway, the Canal would have been in- 
adequate to handle the extra traffic. It is certainly true that in the meantime 
the main United States interest is through its oil companies operating in the 
area, both as regards their movements of oil through the Canal and as regards 


* These maps are reproduced by permission of Mr. W. Jamieson from a paper read by 
him to the Institute of Petroleum. 
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their circumstances in oil-producing countries where national policies may 
be influenced both directly and indirectly by Nasser. Nationally, the United 
States has not the same crucial interest in the continued efficient opera- 
tion of the Canal as have Britain and other countries of Western Europe 
—and also the oil-producing kingdoms and States around the Persian Gulf, 
whose whole riches are dependent upon the revenues extracted painlessly 
from a possession they would hardly have realized was of any value thirty 
or forty years ago. 

Those shared crucial interests extend to the development of the Canal as 
well as its efficient conduct. In 1955, of the 145 million tons of petroleum 
exported from the Middle East, about 107 million tons moved westwards 
and 67 million tons of this went through the Canal. Estimates of the 
“capacity” of the Canal when (or if) the current development plan is com- 
pleted, in terms of oil tonnage, differ somewhat; but it has been suggested 
that after allowing for some moderate increase in dry cargo movement, up 
to, say, 110 million to 180 million tons of oil might be moved yearly by 
about 1965. If so, that might accommodate the extra oil that the West may 
be demanding from the Middle East—assuming that the pipelines from the 
oil-producing States to the Mediterranean can also be developed to handle 
rather more than the 40 million tons of oil a year they are now delivering. 
But by the end of the sixties, even on those fairly optimistic assumptions 
about Canal capacity, something mote would probably be required. Further 
widening, looping and deepening of the Canal, another canal, extra pipelines 
—all these ways of increasing the capacity of the link between the Persian Gulf 
and the Mediterranean have been discussed. So has a broader alternative 
which may be necessary in any case—some routing of oil round the Cape. 


Alternative Routes 


S a bargaining measure to counter interruption or undue pressure by 
Nasser on Suez Canal traffic, the idea of re-routing all the petroleum 
now going through the Canal via the Cape was discussed when the Suez 
Canal Users Association came into existence. In the present emergency, the 
need has arisen again; but the extra tanker fleet to carry full peace-time re- 
quirements today round the Cape was simply not available, let alone what may 
be needed in five years’ time. More complex alterations of the pattern of 
world oil trade, involving the supplementing of such supplies as Europe 
could get through the Mediterranean pipelines with oil from “shut-in” capa- 
city in Venezuela and the United States, have become necessary; these have 
been immensely costly, in dollars, though they have offered a temporary 
solution. But even when the Canal is restored the routing of more oil traffic 
from now on round the Cape, as the total traffic grows, is much more prob- 
able. The economics of scale in tanker operation make it likely that the oil 
companies will increasingly do so, rather than invest in costly fixed assets 
such as extra pipelines. 
It costs about half as much again to build a 32, ooo-ton tanker as it does to 
build a 17,000-tonner, but the bigger vessel can carry 75 per cent more oil; 
an 85,000-ton tanker would cost perhaps twice as much to build and operate 
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as the 32,000-ionner, but carry two-and-a-half times as much oil. On equal 
distances the big vessel is much cheaper to operate; in competition with the 
small tankers that still carry the bulk of oil moved throughout the world, it 
can “give away” many miles on a trip and still carry the oil more cheaply. It 
is already cheaper per ton of oil carried to send a large tanker of 40,000- 
50,000 tons from the Persian Gulf round the Cape to the eastern seaboard of 
the United States than a standard 17,000-ton tanker via Suez. 

This is a real technical advantage, in the long run, for reducing that 
Western dependence on the Suez Canal which has recently been shown to be 
so dangerous. But its immediate significance is limited by the comparatively 
small number of such giant tankers that are at present available. More- 
over, most of these are of about 45,000 tons deadweight or slightly less; 
and it has to be borne in mind that probably the most economical way of 
operating these tankers, in practice, is to run them partly loaded from the 
Gulf through the Canal, when they can meet the maximum draught require- 
ment of 35 feet (which is planned to be increased to 36 feet 6 inches), 
and then “top-up” the cargo at the pipeline terminals in Syria or the Lebanon 
before proceeding to the West. Moreover, even the larger, 60,000-80,000-ton 
tankers in existence or being built, which might be used for oil movement 
round the Cape, would most economically sail back in ballast via Suez: 
empty of cargo, these ships are shallow enough in draught to go through. 
And even if larger tankers come into the trade, such as the 100,000-ton vessel 
now on order, there is a limit to the proportionate “start” in milage they 
can afford to give the smaller tankers : even if they paid on the journey to the 
United States, which is lengthened by only about a third in going round the 
Cape, they could not at present operate economically from the Gulf round 
the Cape to North-West Europe, where the “round trip” adds nearly two- 
thirds to the milage. And it is difficult to conceive the size of tanker that 
would be required to compete round the Cape with, say, a 40,000-tonner 
moving oil via Suez. 

There is little doubt that the seizure and later the blocking of the Canal will 
set the oil companies adjusting their future policies towards lessening depen- 
dence on it; and they are likely to invest in assets that are not subject to such 
arbitrary acts of unstable Middle Eastern governments—tankers, for example, 
rather than pipelines. It may, indeed, bring about an increase in their oil ex- 
ploration in areas other than the Middle East : the potential dangers of Nasser’s 
example in States that possess oil, rather than merely levy a toll on its move- 
ment, have not been lost on the industry. It will certainly strengthen the ten- 
dency towards larger tankers, as has already been illustrated in the building 
programme of the British Petroleum Company. In the economies of the West 
in general, whatever the eventual outcome for the Canal, the dispute 
will, again, inevitably cause some shift of emphasis to lessen this ultimate 
degree of dependence for future expansion upon Middle East oil: Britain, 
for example, has now an added incentive to accelerate its nuclear power 
programme as fast as experience with the early reactors makes the necessary 
operating data for further development available. The possibility of getting 
extra coal output in the meantime, perhaps even at the expense of long-term 
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production, will have to be examined here and in other European countries; 
and perhaps the arrangements necessary for heavier imports of coal. 

None of these shifts in fuel policy—or the wider policies of shifting certain 
currents of trade in general—could alter the fact that medium-term economic 
expansion in Europe depends upon increasing oil trade with the Middle East, 
and trade through the Canal. That may appear to weaken Europe’s bargaining 
position vis-d-vis Nasser: but has also stiffened it. Western Europe’s economic 
expansion, quite evidently, cannot be left subject to the whim or malevolence 
of Colonel Nasser: and this continent cannot do without the Canal. His 
strongest bargaining weapon was thus the one most in danger, at any time, of 
being turned against him by powers that simply cannot accept a position of 
perpetual jeopardy. 

But there are some signs of weakness in Egypt’s economic and political 
relations with those other Middle East states which ate every bit as concerned 
as Europe that oil trade with the West should continue and grow. These 
elements—together with Britain’s own difficulties in Jordan—are in what 
might be called the foreground of practical negotiation between Egypt and 
the West over a viable solution of the Suez dispute (which will not, it is to 
be hoped, ignore the just claims of the Suez Canal Company). In the back- 
ground is the central issue: that no solution which left European economic 
expansion at the mercy of a dictator could be acceptable—or, if accepted, 
lasting. . 











NEIGHBOURS IN ASIA 


THE RIFT BETWEEN INDIA AND PAKISTAN 


O one can have read the two articles in THE Rounp Taste on “Pakistan 

and Her Neighbours”* and “India and Her Neighbours” without 
feeling oppressed by the ambience of mutual distrust and enmity. For Pakistan 
it affects her whole outward perspective; for India it certainly governs her 
outlook on Pakistan and all that derives from her relations with her neigh- 
bour—the only neighbour with whom she has any easy access across land 
frontiers either to east or to west. When we look ahead to the future, there- 
fore, we must first ask ourselves whether this feud is an unchangeable feature 
of the scene in the sub-continent. 

A period of hostility was an inevitable consequence of the way in which 
Pakistan came to birth. Notwithstanding its conformity to constitutional 
process, it was a revolutionary act of creation, a kind of explosion. Even if 
there had been no great bloodshed—whereas in fact the slaughter of the 
Punjab refugees, Muslim and non-Muslim, and the previous communal 
massacres in Calcutta, Rawalpindi and elsewhere, cost more lives than a 
major war—the revolution could have been accomplished only by a fierce, 
excited, passionate reaction of the Muslims in British India, mounting to a 
climax at which the Hindus appeared not merely as a suspect majority but 
as enemies, as the enemy. However such emotions had been stimulated, they 
were a fact of high intensity at the moment of partition, and once aroused 
they would not soon subside even in the most favourable conditions. 

Apart from particular events, there was another motive, which made acute 
Pakistani antipathy towards India inevitable. Geographically Pakistan is a 
weak State. She is split in two, and India lies between. Her frontiers are 
immensely long in comparison with her strength and resources, and those 
with India are neither natural nor militarily defensible save with great 
difficulty. Her reaction, therefore, was not only one of revolutionary hate, it 
was also one of fear. For Pakistan had good reasons for believing that 
many Indian leaders, despite their acceptance of partition, thought of it as 
fundamentally evil, the vivisection of their motherland, something to be 
undone as soon as fate might allow, and that they prayed for the failure of 
Pakistan to open up such an opportunity of reunion. To Pakistanis, looking 
upon India through such suspicious spectacles, even the traditional Gandhian 
policy of the “secular State”, staunchly upheld by the Congress Party under 
Pandit Nehru’s leadership, appeared as a trap, a device for keeping the door 
open to the eventual return of the Muslim-majority areas that had become 
Pakistan. 


Such initial hates, fears and suspicions were, then, in a large degree, in- 


* See THE Rounp TaBxe, No. 183, June 1956, pp. 236 ff. 
t+ See THE Rounp Tasxez, No. 184, Sept. 1956, pp. 337 ff. 
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evitable. But they need not, inherently, have persisted. The birth-pangs and 
the passions they aroused would subside. The necessities of practical co- 
operation between countries formed so artificially (in the geographical and 
economic sense) from a single national economy and physical area would 
continue to rub down the sharp edges of hate and fear. As Pakistan found 
her feet, gained strength and stability, became more certain of herself, the 
bogey of Indian irredentism would become in her eyes less real and imme- 
diate. By now, nearly a decade later, one would have expected the two 
countries to have settled down to a practical if wary neighbourliness, and the 
vital common interests given them in world affairs by their shared geography 
to have led them to adopt similar if not concerted foreign policies. 


The Disaster of Kashmir 

LL this, however, presupposes that they would not have been held apart, 
and the old passions kept inflamed, by fresh violences or causes of 
hostility, and that the wounds of that fearful pre-natal surgery would have 
been allowed to heal. Instead they have been kept raw and suppurating by 
the struggle over Kashmir. This has been a major disaster for both countries. 
It could still prove to have been a major disaster for the world at large. 
Britain cannot escape all responsibility for it; for it arose from the uncertain 
and precarious position in which she left the future of the Indian princely 
states on the demise of her own Paramountcy. This fault was due partly to 
the dangerous haste with which the Raj had to be wound up after the pro- 
nouncement promising evacuation by June 1948, partly to the culpable want 
of any decided policy on an issue which could have been foreseen (and indeed 

was foreseen) years beforehand.* 

The broad facts about the Kashmir dispute are well known. Kashmir 
being a State with a Hindu Ruler and a Muslim-majority population, and 
moreover a State embedded in neither India nor Pakistan, but on the borders 
of both, a situation of perilous insecurity arose immediately after the transfer 
of power, and tribal levies from the Pathan frontier districts were already 
invading and marauding in Kashmir (having undoubtedly crossed Pakistani 
territory in order to do so) when the Hindu Maharajah, Hari Singh, signed his 
instrument of accession to India. On this act of accession the Indian Govern- 
ment bases its case in the Kashmir affair, claiming that it made India the 
legitimate sovereign in the State, at least for foreign affairs and defence, and 
made Pakistan therefore, when her troops entered Kashmir, an international 
aggressor; that there can accordingly be no question of a status of equality 
between them, or of India’s withdrawing her troops as the equal counterpart 
of Pakistan’s withdrawing hers; and that the subsequent constitutional 
developments in Indian-controlled Kashmir, which have integrated it farther 
into the national body of India, are a perfectly legitimate fait accompli. 


* The whole story is told with clarity, frankness and inside knowledge in The Integration 
of the Indian States, by V. P. Menon, who as Constitutional Adviser to the Viceroy and 
later Secretary of the States Department of the Government of India was intimately con- 
cerned with the problem both before and after the transfer of power. It has recently been 
published by Longmans, Bombay and London. 
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This case is strong juridically; morally it is less strong. For the argument 
that the state Ruler had the right, regardless of what his subjects might want, 
or without consulting them, and notwithstanding the geographical or other 
affinities of his state, to choose to accede to India or to Pakistan or to neither, 
though strictly correct, was most vigorously rejected by the Indian Govern- 
ment itself over Junagadh, a small state with a Muslim Ruler in the midst of 
Indian or acceded-states territory, and Hyderabad. Over Kashmir, India had 
a sound case to take to the United Nations, as she did when the tribalists, 
thrown back by her troops from Srinagar and the central valley of Kashmir, 
were reinforced by regular Pakistani forces, and a very real threat of Indo- 
Pakistani war developed. Her legal case was fortified by her declared willing- 
ness to call a plebiscite in Kashmir, under proper conditions. Yet she has 
since repeatedly put herself in the wrong by refusing to accept conditions 
for a plebiscite proposed under successive United Nations schemes. 

If, however, India’s position over Kashmir is open to debate, it does not 
follow that Pakistan’s is not equally vulnerable. Its strength is neither his- 
torical nor legal, but is founded on the practical political idea (sometimes 
falsely elevated into a moral principle) of self-determination. The Kashmiris, 
says Pakistan, should decide their own fate: let them have a plebiscite and 
vote. But the idea, as is clear from such examples as Ireland or Cyprus or 
even undivided India itself, is ambiguous. Self-determination for whom? 
For Ireland? For Ulster? For Cyprus, or for the Greek and Turkish Cypriots 
respectively ? For all the people of Kashmir, or all who were there in 1947, 
or for each of the parts into which Kashmir has been divided by the cease- 
fire line? Or for smaller territorial or communal fractions ? 

If there were two plebiscites, each under the auspices of the respective 
controlling power, it is likely that Indian-occupied territory would stay 
Indian, and certain that Azad Kashmir would vote for Pakistan. This being 
so, a plebiscite becomes a formality. (It can be affirmed as a general rule of 
international politics that plebiscites are accepted and carried out only when 
their results have been already foreseen and discounted.) This is the Indian 
Government’s present stance. It has the merit of corresponding to the fact 
of military partition. If it could be accepted as a rough-and-ready practical 
settlement the world would be thankful. But to Pakistan—as the article 
“Pakistan and her Neighbours” showed—it is utterly unacceptable, an 
abandonment of faith. It can be taken for granted that no Government of 
Pakistan could survive which in advance of a plebiscite of the whole State 
compromised with India on the partition of Kashmir. 


Geographical Unity 
HUS deadlock remains, and is likely to continue, warping the whole 
international outlooks of the two nations. This is all the more extra- 
ordinary and unfortunate in that Kashmir itself, communal fears and rivalries 
apart, is a focus of two of their most important common interests. First, 
from Pakistan flow the head waters of the Indus system, which is the Nile 
of West Pakistan, and of East Punjab in India: a reminder of the essential 
geographic unity of the two countries in the great peninsula between the 
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Indian Ocean, which supplies the monsoon rain, and the Himalaya-Karakoram 
mountains which throw it back to irrigate the northern and western plains.* 
Secondly, Kashmir is part of the defensive frontier of India and Pakistan 
alike, in that quarter which long history has taught them to regard as most 
vulnerable, the north-west corner where China and Russia, the powers of 
the Heartland of the world, converge upon a potential outlet to the south: 
a reminder that India and Pakistan share the same strategic zone on the 
world’s map and have basically the same problems of national defence. 

Kashmir, and the mutual rivalry of India and Pakistan, have heightened 
the contrast between their present viewpoints on world affairs; but curiously 
enough their different, indeed partly hostile, foreign policies are both expres- 
sions of reaction to that same geographical and strategic circumstance. So, 
indeed, was Britain’s policy when she was their suzerain in that same geo- 
political theatre, the Indian Ocean basin. British policy was to hold, at best 
by strong-points, at least by alliances, the comparatively few entrances to the 
theatre, thus cheaply securing a great base-territory in its midst, as well as 
the Indian Ocean itself, which was made virtually a British lake : the entrances 
being the Cape, the Suez Canal (commanded both locally and at Aden and 
Perim), the head of the Persian Gulf, the North-West Frontier of India, 
the neglected North-East Frontier and Upper Burma, Singapore and the 
Straits of Malacca. Free India and Pakistan have inherited the comfortable 
tradition which this system afforded, that of security in the Indian sub- 
continent under a benign and faraway shelter. But both have been conscious 
that the system’s fading reality must be fortified or replaced by politico- 
strategic systems of their own. 

India chose a policy of “non-involvement” or neutralism. It is not an 
unreasonable answer to the situation just described. Incapable by herself 
either of defending the entrances of the Indian Ocean theatre, or of defending 
herself, with her long coastline and her open land frontiers, if a hostile great 
power should break into it, she sees her interest in a world balance of power 
with herself uncommitted. While the balance would keep world strife far off, 
her own detachment would save her from becoming involved in it. “Nehru- 
tralism’’, if one may make a phrase, is not a mere personal policy, nor to be 
written down as just a characteristic Hindu policy: it is one of the possible 
expressions of the vital interest of India in her own security within the Indian 
Ocean theatre. 

Yet Pakistan’s opposite policy of alliances is also an expression of the same 
vital interest. Not only innate hostility to India, the instinct to do the con- 
trary, the desire for military support to offset India’s greater numbers and 
resources, explains this contrast. Nor does the Islamic connexion suffice, 
though it is true that Islam is an international and extrovert faith, Hinduism 
a national and introvert one; for modern States do not commonly allow 
religious zeal to overpower material interest, and in fact some of Pakistan’s 
policies, like adherence to the Baghdad Pact, have been such as to split 
rather than unite the Mohammedan world. These motives all operate to 
deflect and modify, but not to cause, Pakistan’s reaction to the basic strategic 

* See “Dividing the Waters” in THE Rounp Taste, No. 179, June 1955, pp. 240-8. 
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situation. Perhaps the most important influence of all was the one least 
regarded outside Pakistan—the fostering by the Kabul Government of that 
Afghan expansionist movement known as Pakhtunistan, an artificially pro- 
moted “nationalism” of the Pushto-speaking people who spread from 
Afghanistan through the cis-Durand-line tribal districts and over most of 
what the British dubbed the North-West Frontier Province. 


Ancient Threats 

HERE is nothing specially new or significant in this phenomenon. 

British India was all too familiar with Afghan ambitions, which more 
than once had to be repelled by force, and accepted a combination of shooting 
war and horse-trading diplomacy as the necessary means of defending a 
frontier which could never be held by barbed-wire fences and police posts. 
But it was new to the new State of Pakistan, and all the more significant 
because the old element of holy war against the infidel had gone out of the 
frontier menace. Pakistanis, like British proconsuls before them, looked 
beyond Afghanistan and saw a great Power working through a catspaw. 
Thus the link of common fear was forged which made West Pakistan kin 
with Turkey and Persia. East Pakistan, watching the Communist conquest 
of Tibet and the Chinese pressure on Upper Burma, her close neighbour, 
feels a like kinship with the countries of South-East Asia who fear Chinese 
expansionism and have made their bargains with the Western powers to 
defend them against it. The Baghdad Pact and S.E.A.T.O. are for Pakistan 
parallel expressions of the same perfectly natural resistance to the nearest 
threats in sight to the Indian Ocean theatre. 

As such, if they are useful at all, they can be of as much service to India 
as to Pakistan, indeed in a way greater service; for she has the value of them 
in warding off any possibility there may be of penetration from the Heart- 
land into the Indian Ocean basin, a penetration that would be fatal to her 
own security and freedom, while she can still keep her own posture of non- 
commitment and conduct her independent diplomatic manceuvres. Con- 
versely, from these manceuvres, again in so far as they are useful, Pakistan, 
though so much more committed, likewise reaps the benefit of pacification. 

It may be wondered how long this curious situation can last. Their common 
membership of the Commonwealth helps to rationalize but does little to 
fortify it. In seeking the answer the first determinant is the Kashmir question. 
If that were settled the whole Indian Ocean kaleidoscope would be shaken, 
and take a fresh pattern. To press the hypothesis still farther, if India and 
Pakistan, relieved of their quarrel, were to enter into alliance against any ex- 
ternal attack, both might feel that to be sufficient in itself to maintain their mili- 
tary security and diplomatic independence. But not for long. The stronger and 
more independent this Asian “Third Force” became, the more obvious would 
appear its need to extend its sphere of influence and its defensive outposts 
to the entrances of the Indian Ocean basin. The inexorable logic of geography 
would push it out again from the vulnerable centre to the defensible rim. 

The second determinant is the technical revolution in military defence. 
We have not yet grasped all that the possession of atomic and thermo- 
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nuclear weapons may do to change the face of international politics. We 
have now two kinds of warfare, so different, and governed by such different 
political considerations, as to be almost unrelated, as different and dis- 
connected as international war and civil insurrection in pre-atomic days. 
There is the hypothetical war, the war which everyone dreads as the possible 
suicide of mankind, and there are actual wars, which no one dares suppress 
for fear of launching an atomic duel. While the H-bomb balance of power 
keeps the world as a whole in a state of peaceful coexistence, conflicts like 
the Arab-Israeli war continue, and may increase. The age of the H-bomb 
appears as an open season for the aggressive, defiant small power, like Israel 
ot Egypt. It was this paradox that gave rise to the Suez conflict. Its eventual 
effect on the Indian Ocean theatre may not be simple. There may be more 
small-power wars in such areas as the Persian Gulf, or South-East Asia. The 
external threat of great-power penetration may fade. It is hard to foretell. But 
here is certainly one of the most important influences on the future inter- 
national policies of India and Pakistan and their relations with each other. 

The third determinant is the closely linked one of the future policy of 
Russia and the Communist b/oc. If, because of the balance of thermo-nuclear 
power, or for other reasons of their own, they persist with the Bulganin 
policy of détente, Pakistan’s system of alliances anti-Communist in intent will 
tend to wither. N.A.T.O. and the Baghdad Pact have already begun to 
lose some of their realism for their signatories. At the same time India’s 
policy of non-commitment, which assumes that there is a conflict to be non- 
committed to, will also lose realism, save as a merely opportunist neutralism 
and compromise-broking. If, on the other hand, the aggressive expansionism 
of Stalin’s day is resumed—and we know much too little of the reasons for 
the post-Stalin détente to be sure that it will not—there may come a moment 
when even India will have to choose partners, as the pressure begins to drive 
towards the south. 

All this is speculative and uncertain. Meanwhile the potentialities of the 
sub-continent both for its own defence and the cause of world peace with 
justice and freedom, and for the economic advancement of the Asian peoples, 
ate sadly wasted. It is hard to calculate all that Kashmir has cost the two 
countries and the world. But there is no point in jobbing back. Things are 
as they have become. Can they be improved? A direct settlement of the 
Kashmir dispute seems unlikely; it would be conceivable only if India were 
to agree to a plebiscite in all Kashmir, and Pakistan were to agree that 
certain areas contiguous to India should have the right, by the same plebiscite, 
to opt out of a Pakistani Kashmir, were that the outcome of the total 
vote. This is not quite impossible to imagine (indeed its parallelism to the 
way in which Pakistan herself came about in 1947 should appeal to Pakistanis) 
but it is certainly improbable. 


A New Personality 
€ - new factor is the appearance of Mr. H. S. Suhrawardy as Prime 
Minister of Pakistan. There is no reason to doubt his patriotic ardour 
or his faith in Pakistan’s fundamental policy over Kashmir. But he is a 
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Bengali: the interests and problems with which he has been chiefly concerned 
hitherto are remote from the far North-West. And he is uncommitted to the 
traditions and shibboleths of the Muslim League. If Pandit Nehru, the 
Kashmiri Brahmin from the Ganges valley, were succeeded as Prime Minister 
of India by, say, a Madrassi or even a Mahratta, there might be a much better 
chance of solving the Kashmir problem and liberating the potential of both 
countries. Kashmir aside, there are signs that Mr. Suhrawardy’s international 
policy will be distinctly more non-committal than his predecessor’s. Pakistan’s 
conspicuous shift of posture between the first and second London Con- 
ferences on the Suez Canal may have been a portent; and events since then 
have helped to throw India and Pakistan together against the West. 

There are, then, some grounds for thinking that Pakistan and India may 
move, by degrees and not without setbacks and acrimony, closer together. 
That process, if it happens, is likely to arouse anxieties in the West, for it 
will appear, on Pakistan’s part, as a retreat. But in the long run it is the only 
means whereby power can be built up within the Indian Ocean area itself 
to keep it secure, and resources freed within it to raise its peoples from their 
poverty. 
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NATIVE AREAS IN THE UNION 


THE TOMLINSON REPORT 


rE November 1950 the Government of the Union of South Africa appointed 
a Commission under the chairmanship of Professor F. R. Tomlinson, an 
agricultural economist, whose terms of reference were “To conduct an 
exhaustive inquiry into and to report on a comprehensive scheme for the 
rehabilitation of the Native Areas with a view to developing within them a 
social structure in keeping with the culture of the Native and based on 
effective socio-economic planning”. After nearly four years of investigation 
the Commission produced a monumental report of some 3,755 pages, plus 
66 maps, contained in 18 volumes. Eighteen months later the Commission 
produced a summary of its report, which was available to the public, unlike 
the original, which was distributed to university and other libraries. Shortly 
afterwards the Government tabled a White Paper on the Report, and two 
days were set aside during the 1956 session for a full-scale parliamentary 
debate on the subject. 

The Report is divided into five parts. Part I deals with what the Commis- 
sion calls a “broad perspective”, and covers the historical background of 
contacts between White and Black and the results of such contacts, leading 
up to a description of present-day race relations, the influence of Christianity, 
Bantu education, the political and economic position of the Bantu, and of 
the extra-Union natives, and includes estimates of future population figures 
up to the year A.D. 2000. 

Part II describes the origin of the Native Areas and then presents a survey 
of the present state of these areas in respect of population, land tenure, social 
and health problems, agriculture, Christian Missions, mining, secondary 
industries, tertiary activities and the labour structure. 

Part III contains the kernel of the Report. The Commission analyses the 
ideological assumptions on which policy is to be determined. It examines 
the consequences of the integration of the Bantu into the socio-economic life 
of the European community and comes to the conclusion that continued 
integration must inevitably lead to cultural assimilation, the removal of all 
economic colour bars, followed by political and social equality, and ultimately 
to complete racial assimilation. The Commission is convinced that a peaceful 
evolutionary development towards such a common society is out of the 
question, that continued integration will intensify racial friction, and there- 
upon makes positive proposals for the development of the Native Areas on 
the basis of separation. 

These proposals cover every aspect of life in the Native Areas. The eccle- 
siastical needs of the Bantu in their own areas are dealt with in detail, the 
requirements for a full health service and a programme for social welfare 
measures are set out. Education “of the Bantu, by the Bantu and for the 
Bantu” is mooted, and all phases of education, from the primary schools 
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through to technical schools and higher education, should be so orientated wi 
as to ensure that the products “will be capable of filling their places in their sta 
own society”. 

The Commission’s main preoccupation, however, was to present a develop- | 
ment plan for the Bantu Areas that would make it possible for those areas to the 


un 


accommodate to the greatest possible extent, “in a way worthy of human the 
beings”, the existing population, its increase, and those who desire to return in 
there from the European areas. With this objective in mind the Commission 
makes far-reaching proposals to counter the present low level of productivity —_ jn 
in the Native Reserves, which is estimated at £22 per annum per family (i.e. as 
value of agricultural products consumed and sold), augmented by an income bil 
from outside work to the extent of {21 per annum per family. fay 
The Commission deals in detail with remedies to correct the present highly re 


unsatisfactory methods of agriculture practised in the Bantu Areas. These it 
remedies include changes in tribal land tenure, by the establishment of 


U 
“economic farm units”, and suggests how to effect improvements in pastoral At 
farming, in irrigation, and methods to increase the production of cane, 
timber and fibre. Recommendations are made regarding the marketing of =A. 
agricultural products, for the provision of agricultural credit, and for the Ww: 
establishment of an adequate technical agricultural staff. wi 
Turning its attention to the mineral potentialities in the Native Areas, the ni 
Commission recommends that a geological and geophysical survey be made es 


of the areas, that existing mining activities be intensified, that a Bantu Mining he 
Section be established within the Department of Native Affairs, and that the in 
interests of the Bantu be safeguarded against exploitation, that the Bantu be de 


trained and encouraged to take over mining operations in their own areas, al 
and that no entrenched rights be granted to Europeans in Bantu areas. fo 
The necessity for the development of secondary industries in the Bantu at 
Areas is strongly emphasized by the Commission for two main reasons. E 
First, it considers that the promotion of industrial activities, at present _p; 
virtually non-existent in the Bantu Areas, would offer a means of absorbing in 
the “surplus” population from agriculture, thus increasing the carrying le 

capacity of these areas, and secondly, industrial development would result in 
a higher standard of living in the Bantu Areas. B 
tk 


Industrial Development 
| framing its recommendations regarding industrial development, the 
Commission lays down certain broad general principles. It is of the 
opinion that it would be desirable to disperse industrial development in ji 
the Bantu Areas over as large an area as possible, ie. that there should be — fy 


various points of industrial concentration in the Bantu Areas. Such a s] 
policy of decentralization should be encouraged by the Government by the x 
provision of basic services such as transport, power, water andtownplanning ti 
in order to attract industrialists to such areas voluntarily. st 

Since at the present time the Bantu themselves have neither the experience — fj 
as entrepreneurs not the capital facilities to establish industrial enterprises, v 


the Commission considers that European entrepreneurs and the Government 
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will have to initiate such industrial development, with the implicit under- 
standing that the Bantu themselves should take over the management of these 
undertakings as soon as possible. 

Regarding the type of industries to be established, the Commission is of 
the opinion that the smaller labour-intensive industries concentrating upon 
the manufacture of consuiner goods, place-bound industries, and sheltered 
industries would probably be most suitable. 

Specifically, the Commission recommends the establishment of a textile 
industry and a clothing industry, and considers that the light industries, such 
as footwear factories, furniture making and light metal work, possess possi- 
bilities, together with the development of further home industries. It views 
favourably the establishment of sheltered industries such as bakeries and 
repairing industries and construction work. In the “place-bound” category, 
it recommends saw mills, paper and pulp factories and allied industries, 
quarries, cement factories, food-canning industries and decorticating and 
fibre-processing industries. 

The Commission also favours the development of industries in European 
Areas adjacent to the Bantu Areas, since the establishment of such industries 
will obviate the necessity for the Bantu to leave the Native Reserves to 
work in the distant European industrial centres. Furthermore, it recog- 
nizes that European private enterprise might be more favourably disposed to 
establish undertakings in Europeari Areas. The Commission emphasizes, 
however, that many disadvantages attach to the development of border 
industries in the light of its interpretation of its terms of reference: such 
development will not stem the tide of integration with the Europeans, and 
also the potential abilities of the Bantu population can only be fully utilized 
for industrial purposes within the Native Areas, where all restrictions that 
apply to the employment of Natives in technical and administrative jobs in 
European Areas will be removed. The Commission hopes, too, that the 
principle of wage differentiation will be applied to wages rates in the Bantu 
industrial areas, and does not expect that such differentiation will necessarily 
lead to “unfair competition” with undertakings in non-Bantu Areas. 

To implement its recommendations for industrial development in the 
Bantu Areas, the Commission proposes that urban centres be established 
throughout the Bantu Areas to accommodate those people who will be 
transferred from agricultural to industrial and tertiary occupations. 

In this respect the Commission envisages three types of urban centres: 
first, rural settlements to serve the transitional stage between urban and rural 
life; secondly, the establishment of Bantu villages where circumstances are 
favourable to growth, which will be the forerunners of true urban town- 
ships. Such urban development must be carefully planned on a sound econo- 
mic footing and in due course will be entirely administered by the Bantu 
themselves. Some 100 localities have been singled out by the Commission as 
suitable for the establishment of Bantu villages and towns in the immediate 
future. The Commission recommends the establishment of a special section 
within the Department of Native Affairs to undertake urban development, 
in co-operation with its proposed Development Corporation. The main 
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functions of this Corporation will be to provide Bantu entrepreneurs with 
help and guidance; to create a special section for the promotion of small 
Bantu enterprises, called the Bureau for Small Enterprises, which will also 
promote co-operative action in industry; and to establish a special commercial 
section to assist Bantu traders. 


Looking Ahead 


HE Commission estimates that if its proposals are implemented, at a 

tempo that will initially provide for the transfer of 20,000 Bantu annually 
from primary to secondary activities, and a further 30,000 annually to 
tertiary activities, then the Bantu areas might within 25 years be capable of 
supporting about 8 million people, while a further 2 million people might 
be housed there on the basis of incomes earned in the border and other 
European Areas, i.e. 4 million migrant workers and their families, consisting 
of a further 14 million people. In all, this envisages that agriculture will 
provide for 2-3 million people if agricultural reforms are carried out, at a 
minimum family income of £60 per annum. The remaining Reserve popula- 
tion (54 million people, plus the 14 million dependants of migrant workers) 
will be living and working in the urban areas of the Reserves. This would 
represent 60 per cent of the total Native population in the Union; the remain- 
ing 6 million, or 40 per cent, will be in the European rural and urban areas. 
The Commission made further estimates of population distribution in 
A.D. 2000, and hoped that by the close of the century the Reserves, developed 
according to plan, would be capable of accommodating 70 per cent of the 
Bantu population, i.e. almost 15 million people as against 6} million outside 
the Reserves. Should its plan not be implemented, the Commission estimated 
that by the end of the century the Native Reserves would be incapable of con- 
taining more people than are there at the present time, i.e. a population of 
4% million, and the increase in that population would “overflow” into the 
European areas, bringing the total Bantu population in those areas up to 
some 17 million people, as against an estimated 6 million Europeans and 
5 million Asians and Coloured. 

Although the proposals for development outlined refer to the present 
geographical pattern of the Bantu areas, the Commission was concerned 
about the fragmentation of the Reserves and suggests that, as such fragmenta- 
tion will limit any programme of development, a policy of consolidating the 
Reserves must be envisaged. To this end, the Commission recommends the 
consolidation of the Bantu Areas into seven blocks which can be constructed 
around the seven “heartlands” or traditional nuclei of the Bantu. These seven 
blocks include the High Commission Territories of Bechuanaland, Swazi- 
land and Basutoland. By dint of exchange of “White spots” in the Bantu 
areas, and vice versa, gradual consolidation is to be effected. Ultimately, 
it is estimated that some 45 per cent of the land area of the Union and 
High Commission Territories will be set aside for exclusive use by the 
Bantu. 

The administrative and financial implications of implementing the Com- 
mission’s proposals are dealt with in Part IV of the Report. The administra- 
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tive proposals envisage a greatly enlarged Department of Native Affairs; the 
establishment of a special Development Council to conduct research and 
planning; and the institution of a Development Corporation to take over the 
development activities of the existing Native Trust, which shall no longer 
have executive authority but will simply act as Trustee over Trust Lands and 
control land rights in the Bantu areas. The present Trust Fund shall serve as 
the central treasury for the Bantu Areas, and a separate subsection of the 
Union Budget is to be drawn up by the Minister of Native Affairs, to be 
presented by the Minister of Finance, and ultimately to be an entirely separate 
Budget. 

The financial requirements for the minimum development programme 
over the next ten years are estimated as follows: 


£ 

Agricultural Development . ‘ ‘ ‘ ‘ ‘ ‘ - 36,886,000 
Mining Development 1,000,000 
Industrial Development 25,000,000 
Tertiary Development 5,000,000 
Urban Development 12,000,000 
Basic Facilities (Railways, Roads, Powed) . ‘ ‘ . + 13,000,000 
Health Services R 5,000,000 
Educational Facilities 3,000,000 
Welfare Services 3,600,000 

Total £104,486,000 


Of the total amount required, the Commission considers that £55,256,000 
will be of a “private-economic” nature, which will be a paying concern and 
will be recoverable, and £49,230,000 will be of a “socio-economic” nature. 


Challenge and Choice 

pat V of the Report correlates the recommendations contained in the 

previous sections, comments briefly on the broad implications for South 
Africa, offers hopes of full administrative responsibility on the lines of a 
provincial system to the Bantu in their own areas, and concludes with the 
following sentiment: “The choice is clear; either the challenge must be 
accepted, or the inevitable consequences of the integration of the Bantu and 
European population groups into a common society must be endured.” 

Although the Tomlinson Report is by no means the only authoritative 
survey dealing with the Native Reserves in South Africa, it undoubtedly 
represents the most detailed study that has as yet been made of these areas, 
and its appearance had been eagerly awaited by economists, sociologists and 
politicians alike. 

The first group has long been aware of the urgent necessity of rehabilitating 
the Reserves, which, covering 13-7 per cent of the total land area of the 
Union, and possessing some of the best farming land in the country, have 
steadily deteriorated, and have been increasingly unable to support the 
population residing there. Considerable credit, therefore, has been given to 
the Commission by independent experts and by Opposition speakers in the 
parliamentary debate on the Report, for the up-to-date factual information 
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resulting from the labours of the Commission. No one has any quarrel with 
the Commission’s recommendations to increase the productivity of the land 
in the Reserves by changing the obsolete land-tenure system and by im- 
proving agricultural technique. The need for the diversification of activities 
and the provision of essential services is also accepted generally. Where, 
however, the Commission ventured into future predictions as to the carrying 
capacity of the Reserves, the occupational distribution of the population and 
the financial implications of its programme, it is open to severe criticism. 
The Commission’s optimistic estimate that within twenty-five years the 
Reserves should be capable of supporting some 10 million people is based 
on the assumption that over 2 million Bantu will be satisfied to remain in 
agricultural activities with an income of from {60 to £100 per annum per 
family. The remainder, excluding 1,500,000 dependants of 4 million of 
migrant workers, will be engaged in industrial and tertiary activities. This 
estimate is based quite arbitrarily on the occupational distribution of the 
population of Canada in 1941. 
Even ignoring the bewildering choice by the Commission of Canada, 1941, 
as an analogy, it is apparent that the industries suggested by the Commis- 
sion are designed to supply the local market and to use, as far as possible, 
local materials. With the limited income of the farming population it is 
unlikely that the 54 million persons engaged in other activities will find 
a reasonable livelihood. It is true that the Commission does not envisage the 
Reserves as a closed economy, but it dismisses far too lightly the reactions 
of existing industry to the “unfair competition” that would arise as a result 
of wage differentiation. At present the entire urban population in the Union of 
all racial groups is roughly 5} million. Can it reasonably be expected that the 
Reserves will be able to support the same population as the Witwatersrand 
and other industrial areas in the Union? Moreover, the Commission’s 
assumption that some 50,000 persons per annum can be absorbed into 
secondary and tertiary occupations is optimistically based on the forecast that 
the industrial development of the Reserves will approximate to the tempo 
of development that was maintained in the Union from the “thirties” to the 
present time. When it is considered that United Nations estimates of the cost 
of putting one individual into non-agricultural activity in an under-developed 
territory was £890, it can readily be understood why experts have criticized 
the Commission’s estimated cost of its programme as being most inadequate. 
The Commission’s financial estimates for mining and urban development 
and for the provision of basic facilities in the Reserves are also considered to 
be hopelessly unrealistic. 

In political circles the Report aroused the keenest interest because, despite 
its somewhat vague terms of reference, it was tacitly assumed that the Com- 
mission would present a design for the ultimate total territorial separation of 
the Bantu from the other races in the Union, in other words, a programme 
for apartheid, which is the cornerstone of the Native policy of the present 
Government. In this respect the Report has proved a disappointment to 
those who had hoped for a practical plan which would bolster up the moral 

and ethical justifications advanced in favour of the apartheid policy. Although 
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the Commission interpreted its terms of reference in the widest possible 
way, its own findings reveal that, with all its proposals implemented, the 
Native Reserves will not be able to support the entire Native population 
of the Union, and that at the turn of the century some 6} million Natives 
will be living and working in the European areas. Thus, despite the Com- 
mission’s dogmatic assertion that there is no middle way between complete 
assimilation and complete separation, it confesses to the existence of 64 
million “integrated” Natives by the year A.D. 2000. 


The White Paper 


— more disheartening to the advocates of apartheid, perhaps, was 
the Government’s White Paper on the Report. For, having accepted all 
the ideological assertions of the Tomlinson Commission, the Government 
thereupon either rejects or so waters down as to amount to a rejection every 
practical proposal of the Commission. For example, the crux of agricultural 
reform on which the entire Report is based is the change in the existing land- 
tenure system in the Reserves. The Government refuses to do away with 
tribal land tenure and to substitute individual tenure. It rejects the administra- 
tive changes suggested, such as the establishment of Bantu Land Boards, and 
fights shy of suggestions regarding the extension of agricultural credit to 
Bantu farmers. 

In so far as the industrialization of the Reserves is concerned, the Govern: 
ment unequivocally rejects two major recommendations of the Commission. 
First, that European entrepreneurs should be encouraged to set up industries 
inside the Reserves; the Government plumps for border development only. 
Secondly, the very moderate amount of £25 million over five years suggested 
by the Commission as required for capital to develop industries is reduced 
to £4 million from the Bantu Trust. The rest is to be financed by the 
“mobilization of Bantu capital” in a Bantu Areas Investment Organization, 
presumably from the savings of the agricultural community with its meagre 
income of an ultimate {60 per family per annum. Both the Development 
Council and the Development Corporation are rejected by the Government. 
The provision of basic services as recommended by the Commission is to be 
decided “as the occasions arise”. As regards the laying out of urban town- 
ships, the Government considers that it is already actively carrying out the 
Commission’s proposais. The recommendations to establish new depart- 
ments under the Department of Native Affairs are rejected. The reorganiza- 
tion of Health and Welfare Services as suggested by the Commission is 
shelved by the Government. The Government accepts the consolidation 
recommendations of the Commission regarding exchange of land between 
Whites and Bantu Areas and vice versa, but omits any comment on the 
Commission’s somewhat blithe inclusion of the High Commission Territories 
in its plans. 

Finally, as regards the total financial requirements suggested by the Com- 
mission, the Government refuses to commit itself, but says it will make 
“considerable amounts available for the development of the Bantu Areas in 
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the right manner”. And as an earnest of its sincerity, an amount of £3} mil- 
lion was voted for this purpose towards the end of the session. Small wonder 
that the Government’s assertion that it accepted the Tomlinson Report was 
countered in Parliament by the Leader of the Opposition who stated that the 
Government has accepted the froth and rejected the substance of the Report. 


South Africa, 
November 1956. 





MR. EISENHOWER’S SECOND INNINGS 


THE PROSPECTS AHEAD 


OWN through the decades two types of political cycles have succeeded 

each other in the United States. There have been periods of innovation 
and bold experiment as under Presidents Woodrow Wilson and Franklin 
Roosevelt. There have been periods of consolidation as under Calvin Coolidge 
and, to a degree, under Dwight D. Eisenhower. 

The November election outcome, in which Dwight D. Eisenhower 
triumphed over his Democratic opponent, Adlai E. Stevenson, by the largest 
margin of votes ever amassed by a Republican presidential candidate, has 
given the President all the authority he needs to be a bold innovator and 
powerful executive. The people’s verdict was a tremendous personal endorse- 
ment of Mr. Eisenhower. He actually carried more States in 1956 than he did 
in 1952—at a moment when the Republican Party was signally failing to 
capture either the Senate or the House of Representatives. 

This personal victory gives the President enormous prestige and influence 
for conducting his own brand of foreign policy and domestic politics. He 
speaks for a united nation and not a bare majority in his efforts to solve the 
Middle East crisis and in his delicate maneuvers vis-a-vis the. Soviet Union. 
Simultaneously Mr. Eisenhower can continue with renewed mandate his 
pet project of making over the Republican Party into a modern instru- 
mentality for winning elections and governing the nation. The ballots for 
“Ike” were marks of approval for his political attitudes and his philosophy, 
which, summed up in a phrase, might be described as “conservatism with a 
heart”. This is the philosophy that he is seeking to engraft on his party. In 
addition he hopes to develop more attractive candidates for office, and better 
organization of the party at the “grass roots”. 

The President’s views on these party matters will continue to carry formid- 
able weight, thanks to the election. The traditional quick fading of a second- 
term president’s influence will not be a phenomenon of the Eisenhower span. 
Certainly Mr. Eisenhower will, if his health holds, retain his political influence 
much further through the second four years than has been historically the case. 

The President must get along with a Democratic-controlled Congress. In 
previous decades this kind of divided government, impossible in a parliamen- 
tary system, has often meant legislative frustration and stalemate. But Mr. 
Eisenhower and the southern Democratic leaders who will be in control of 
Congress and its senior committees are not so far apart in outlook that they 
cannot work in harness. They are all of them mild conservatives. Mr. 
Eisenhower had less difficulty with the Democratic-controlled 84th Congress, 
elected in 1954, than he had with the Republican-controlled 83rd Congress, 
chosen in 1952. Democrats will give their own twist to various items of 
Eisenhower-proposed legislation, but they will pass them in most instances. 
There will be little agreement on farm policy, but on foreign policy Mr. 
Eisenhower will continue to receive strong Democratic support. 

D 
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Washington will not see that degree of “big government” and heavier 
spending that might have ensued if Mr. Stevenson had won. The President 
has embraced the view that government has a responsibility for controlling 
the business cycle, maintaining full employment and fighting recessions. But 
he deeply believes in the principle of “partnership” —which means business 
enterprise working in tandem with government to foster employment, and 
states collaborating with the federal government and private industry in 
development of electric power programs and the like. Mr. Eisenhower 
believes in social security programs, but he would not spread them so far so 
fast as would Mr. Stevenson. 

During the first months of his original term Mr. Eisenhower spent much 
time—as must any newly elected chief executive—learning the rudiments and 
refinements of his job. He also appointed numerous committees to suggest 
solutions to difficult problems. In this new term the President faces challenges 
which may not wait for long committee study, and which require bold action 
rather than consolidation. How the President responds to what is ahead will 
determine whether he goes down in history as merely a good and well- 
intentioned chief executive or as actually a “great” president. The problems 
are not tarrying. 

For instance there remains, unsolved, the demand for new policy to con- 
front the perilous competition of the Soviet b/oc. Should the United States 
agree to ban further testing of hydrogen bombs? How best to handle the 
challenge of economic competition with the Soviet Union? Now that 
Washington’s policies have allowed the U.S.S.R. to gain a firm foothold in 
the Middle East at Cairo and elsewhere, how maintain peace in that pre- 
carious area? How handle the new Titoism among the satellites ? 

Domestically, Washington must deal with changes in the American econo- 
mic structure which are slowly, almost imperceptibly transforming the face 
of business and agriculture. There is the decided trend to bigger corporations, 
to “industrial giantism”. There is the trend away from the small family-size 
farm which the politicians have so often hailed as forming the backbone of 
America. 

There is the problem of keeping the nation’s growing, fractious economy 
under sufficient rein at a moment when three “big spenders”—government, 
private industry and the consumer—are all adding to the inflationary pres- 
sures by the money they pump into the market. And finally there is, in the 
intensely human realm of sociological and racial development, the stubborn 
knot of White-Negro desegregation. In a few southern States the roadblocks 
lately erected against the Supreme Court’s famous decision abolishing com- 
pulsory segregation in the public-supported schools are formidable, and 
made of durable legal concrete. 

So, although President Eisenhower during the election campaign made 
glowing reference to the smoking factory chimneys he saw all over the land, 
the unprecedented prosperity and the national contentment, still there is need 
for bold thinking—in the White House, in Congress, in the State govern- 
ments and among the myriad private organizations that energize American 
business and society. There is no vast depression to be overcome, as in 
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Franklin Roosevelt’s time. But policies and programs wait to be brought 
abreast of the times. 
The Soviet Challenge 

HE Soviet Union has been undergoing a vast turmoil and reconsidera- 

tion of policy. The tide of revolt in the satellites has desperately worried 
Moscow. The Soviet rulers have shown new belligerence in the Middle East. 
Mr. Eisenhower has sought to reassure Moscow that the United States 
understands the Soviet need for “friendly” régimes on its western borders. 
He has sought to insert the United Nations and its police force effectively 
into the Middle East. But the churning in the satellites, in Moscow and in the 
Arab world requires the most delicate, patient and courageous statecraft on 
the part of the United States as a leader of the West and the free world. 

Meanwhile the question whether to agree internationally to halt further 
testing of hydrogen bombs is a piece of “unfinished business’ left over from 
the campaign. Global pressures on Washington to agree to some sort of test 
ban are continuing. Premier Bulganin has renewed the Soviet offer to dis- 
continue such tests. The question ballooned up in the campaign, when 
Democratic challenger Stevenson proposed an international conference on 
the subject, is still with us. 

The Republican campaign counter-strategy was to emphasize how com- 
plicated an issue this was. Yet had the majority viewpoint among the atomic 
physicists been clearly understood: by the electorate, the issue would not 
have seemed so befogged in complexity. Actually the best evidence from 
those who have worked on some of the superbomb tests has been that there 
is little necessity to continue testing the big H-bombs much further. More 
experimentation will produce “refinements” of existing bombs and bombs 
more adequately tailored to fit into long-range missile warheads. 

It is reasonably clear that no explosion of one of the really big bombs could 
be concealed, even if set off in the depths of Siberia. Finally, the weight of 
opinion is that if a test ban were agreed upon, and then the Soviets violated 
the ban, the United States could resume testing within a period of somewhat 
less than six months, providing it had carried on with active experimentation 
and preparation in the meantime. 

Quite probably one more round or so of hydrogen superbomb tests is 
advisable for the United States, to perfect the kind of weapon needed for the 
intercontinental ballistic missile. But thereafter a one-year moratorium on 
H-bomb explosions could be agreed to, the period to be extended “if and 
as” good faith were shown by other powers and world opinion applauded 
the venture. This is the kind of issue that will not lie dormant; Washington 
is aware that too many people around the globe are anxious about the 
lethargic pace of disarmament. 

Before the H-bomb became an election issue, careful thought had been 
given by the Eisenhower Administration to the possibility of proposing a 
one-year moratorium on hydrogen tests. This plan, or something like it, 
perhaps coupled with a proposal to curb the headlong race to build inter- 
continental missiles, may yet emerge as approved American policy. 

The foreign scene, thus, requires much new American initiative. Through- 
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out the recent campaign the Democratic challenger, Adlai Stevenson, believed 
strongly that his most effective issues lay in the field of foreign affairs. 
Premier Bulganin’s “intervention” in the campaign by means of his letter to 
President Eisenhower, which urged a ban on testing atomic weapons, was a 
stroke of ill-luck for Mr. Stevenson. So was, in a sense, the Polish march to 
freedom, for it represented a victory for the Eisenhower policy of “peaceful 
liberation”. 

Even so, the urgency on the foreign front remains. There is need for 
rethinking Washington’s foreign aid program, which is not very successfully 
winning friends and influencing people—if only because cold official pro- 
nouncements about neutrals and neutralism seem to take the “heart” out of 
America’s relationships with the underdeveloped, undecided nations. And 
the easy penetration of the Middle East by the Soviet Union during the last 
two years—a feat that throughout two centuries the Czars were unable to 
accomplish—suggests that Washington’s foreign policy has not always been 
signally successful. 


Boom Times and Inflation 

N the domestic front, it seems almost paradoxical that the smoking 

chimneys to which President Eisenhower made happy campaign refer- 
ence should be any cause for official concern. Certainly the United States 
seems headed down a further stretch of booming prosperity. The high birth- 
rate, the continued surge of private construction and expansion, and the 
strong federal spending—on defense, on a mammoth new highway program, 
on farm assistance and on welfare—all conspire to keep the economy 
humming in high gear. 

Arthur F. Burns, chairman of the President’s Council of Economic 
Advisers, recently reported that the national production of goods and ser- 
vices was approximating $414,000,000,000 a year. He predicted that in ten 
years production would approach the $600,000,000,000 mark. 

Yet there is apprehension over the state of the economy, and the apprehen- 
sion centers upon one word: inflation. The inflation is not serious as yet. 
It is being combatted by the Federal Reserve Board, which runs the indepen- 
dent banking system and is entrusted by Congress with the task of keeping 
the currency on even keel. But the tight-money policy which is the chief 
weapon of the Federal Reserve Board in damping down inflation is hurting 
some sectors of the economy, notably the small businessman. 

The pressures toward inflation are powerful. The combination of arma- 
ments spending, highway spending, agricultural assistance, private industrial 
expansion—and the hire-purchase schemes which are enabling so many 
Americans to purchase a high living standard on the “installment plan”— 
are all of them pumping more money and credit into the economic system 
than it can easily absorb. For all its vaunted production output, American 
industry is just not producing sufficient goods to blot up all this demand. 
There is more purchasing power than the United States’ capacity to produce 
goods can handle. And there is competition among expanding businesses for 
raw materials which are scarce. 
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All of this—the demand for goods and the competition for scarce com- 
modities—tends to drive prices up. Last summer’s round of wage increases 
in the steel industry, which immediately produced similar wage boosts in 
other major industries, also carried its inflationary threat. The cost of steel 
per ton went up, and the prices of manufactures from other industries affected 
by wage increases rose somewhat. 

For many months the United States has enjoyed a general price stability; 
the Cost-of-Living Index maintained by the Labor Department has shown 
little perceptible increase. But this has been in part due to the interplay of 
contrary influences: farm prices fell while industrial prices went up and they 
equalized each other. Now that the Government has steadied farm prices, 
the cost-of-living average may resume its upward climb. 

But the real concern is whether governmental policy is adequately geared 
to control the inflationary threats. So far, reliance has been placed primarily on 
the tight-money policy—the boosting of interest rates—and this has pro- 
duced numerous complaints not only from small businessmen who find their 
sources of credit dried up, but from economists who wonder if these fiscal 
brakes are strong enough. Simultaneously there is awareness that this credit 
plight of the small businessman is one more cause for failures and bankruptcies 
among this class of entrepreneurs. While big business is growing bigger and 
medium-size corporations are merging to form larger corporations, and while 
big business profits are unprecedentedly high, the profit margin of small 
businesses has sharply dropped. 

A small business is defined as a concern with less than a quarter million 
dollars in assets. These are not disappearing so fast as small farms are dis- 
appearing, but they are not growing in number as the economy grows. The 
number of failures in small retailing concerns increased last year by 7 per cent 
over the previous year; the number of failures in small wholesale concerns 
increased by 36 per cent. 

Big industry can obtain long-term credit, can rely on reserves, can build 
out of profits. But high interest rates mean hardships to the small industrialist, 
the cattleman, the home builder. Six times in sixteen months the Federal 
Reserve Board has raised the (rediscount) rate it charges on loans to member 
banks. When this causes the banks to tighten their loan policies and to boost 
their interest rates, it psychologically retards the business boom. But of late 
the Federal Reserve Board has applied the high-interest brakes harder and 
harder without bringing the inflationary threat to a halt. 

Now it is being asked among economists whether other curbs may not be 
needed, and whether a device that discriminates against the small borrower 
is not a dangerous weapon. For instance Elliott V. Bell, publisher of Business 
Week and former economic adviser to Governor Thomas E. Dewey of New 
York, has proposed the establishment of a new “economic council” which 
would bring the policies of the Federal Government and those of the inde- 
pendent Federal Reserve Board into closer cooperation. 

Washington has enlarged its credit aids to small business through the Small 
Business Administration. But Mr. Bell and others are asking whether the 
total effects of the hard-money policy should be glossed over. 
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It is obvious, thus, that the interplay of boom times, inflationary tendencies, eli 
the cost of living, the hard-money policy and the plight of small business ha 
needs further examination. The peril of economic depression is not among ' 
the present national concerns, but how to manage a surging economy which, 
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coupled with government spending, outruns the supply of goods for sale, is ( 
something else again. It is a topic to which economists and the Administra- | 
tion in Washington are giving urgent study. pt 
Ww. 
Agricultural Evolution > in 
N many of the rural areas of the United States there is under way almost ar 
as big a technological revolution as is occurring in the factory districts. A 
“We're actually in the midst of a farm revolution”, a Department of Agricul- | K 
ture official said recently. He had in mind the fact that output per man-hour m 
has increased faster on the farm than in non-agricultural production, owing of 
to more use of farm machinery, new fertilizers and irrigation. He had also -| 
in mind the new commercial-type “family farm” that is emerging—more ni 
efficient, larger, more able to cope with price trends and overproduction. re 
And he was referring to the fact that the number of American farms is b 
shrinking steadily—from 6-8 million in 1935 to 4:8 million in 195 5—partly tk 
through merger, partly through elimination of marginal, unproductive units. gi 
Rural America has more big farms today. Where 149 acres constituted an ° tt 
“average” farm twenty-five years ago, the average now is 242 acres. Out of st 
the total of 4:8 million farms there are 100,000 super units—“factories in the 
field”. Then come two million large “family farms’”—capitalized at anywhere b 
between $25,000 and $100,000. These two categories produce about 86 per as 
cent of all American farm products. Then there are a million residential if 


farms and, finally, 1-7 million marginal farms—undersized, under-equipped, 
sometimes drought-ridden; unlikely to prosper without heavy government 


assistance. Many of these marginal farms are located in the south-east, some Oo 
in the north-central area. tl 

What do these statistics mean? They suggest that the United States is , Ff 
beginning to develop a farm population that is better able to take care of Si 
itself. The old picture of a nation of small farmers, periodically disaster- c 
ridden, is vanishing. These big farmers have mechanized their work; they , 1 


require less manpower; they are better capitalized and have smaller over- c 
head. Meanwhile the drawing power of industrial employment is pulling c 
surplus people off the farms. k 
Actually farm efficiency is reaching the point where it can accept the S 
Republican brand of flexible price supports for crops, and through soil banks 


and other crop-limitation and pasture-conserving devices can adjust to a a 
total production that is not continually building gargantuan surpluses. t 

This also means that there are fewer of the old-fashioned, small, family- I 
type farms today. There is an emotional, nostalgic regard for this type of S 
farming. There is also a concern for the many young men, often war veterans, \ 
who have embarked on agriculture as a life vocation and find themselves i 


thwarted in their efforts to build their small acreages into larger, efficient 
farms. Politicians lament the passing of the small farm, whether it has been 
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eliminated by healthy merger, or whether in areas of depleted soil the farmer 
has simply given up the struggle and migrated to the city. 


The Desegregation Problem 

N the racial front, it must be admitted that the pace of desegregation in 

the public (government-maintained) schools of the United States is not 
progressing with that “deliberate speed” for which the Supreme Court called 
when rendering its historic decisions making compulsory segregation illegal 
in the schools. Negroes are being admitted to university graduate schools 
and to some universities in the “border States” and in some southern States, 
And a notable victory was recently scored when the city of Louisville, 
Kentucky, integrated its public schools after a careful preparation by com- 
munity leaders, Parent-Teachers Associations and the able Superintendent 
of Schools, Dr. Omer Carmichael. 

But in many areas of what is known as the Deep South, and even in the 
north-bordered State of Virginia, desegregation is now beginning to be stoutly 
resisted by every legal device that can be brought to bear. Legislation has 
been passed denying State funds to school districts that dare to comply with 
the Supreme Court’s decision. Educational authority is being vested in the 
governors themselves, on the theory that a federal court (the agency en- 
trusted with enforcing liad would not dare to order the arrest of 
such a high State official. 

In the State of Virginia, a mild start toward desegregation has been blocked 
by the political forces of Senator Harry F. Byrd, who regards the battle 
against desegregation as something akin to the War Between the States, 
in which Virginia must again hold out the longest. The aim of all of this 
“massive resistance” is indefinite delay—through years and into generations. 

In this situation, is there anything the Federal Government can do? It is 
out of the question that federal troops could be ordered into the South as in 
the old Reconstruction days. During the recent election campaign President 
Eisenhower was taken to task for not summoning a conference of eminent 
southern leaders to discuss how best to obtain southern compliance with the 
court’s decision. A White House conference, it is argued, could agree on a 
recommended timetable of compliance region by region—ranging from the 
counties that have few Negroes, and therefore no reason for delay, to the 
cities where neighbourhood housing patterns and school location would 
keep the mingling between the races minimal, and finally to those Deep 
South areas where compliance cannot be expected for a generation. 

The “new America” to which Messrs. Eisenhower and Stevenson made 
ample reference in their campaign speeches is physically apparent to any 
traveller through the United States, in the new housing construction, the 
highway ribbons, the busy industries. The problems here listed strongly 
suggest that any executive occupying the White House in the next four years 
would—whatever his personal or party preferences—have to be more of an 
innovator than a consolidator. 

United States of America, 

November 1956. 











ARBITRATION IN AUSTRALIA 
WAGES AND THE COURTS 
(By an Australian Correspondent) 


NM STRALIA is still in the throes of an attempt to control inflation. Much 
attention has been given recently to the part played in the costs spiral 
by automatic “cost-of-living” adjustments in wage levels. The Common- 
wealth has sought the co-operation of the States in having the adjustments 
abolished. In a wider sense public scrutiny is being directed especially to the 
economic aspects of wage fixing within the Australian arbitration systems. 

The problem, common to so many countries, of achieving and maintaining 
price stability under conditions of full employment is in Australia complicated 
by the general determination of minimum wages by the various compulsory 
arbitration authorities of Commonwealth and States. Public discussion tends 
to be concentrated on the policies pursued by these authorities, and much 
less attention is given than in some other countries to such matters as the 
control of excess demand or the possibility of trade-union wage restraint. 

The Commonwealth and all six States have some form of compulsory 
arbitration machinery through which minimum wages are determined. It is 
unnecessary for our purpose to explain this machinery in detail, and we shall 
refer either in general terms to “the Commonwealth arbitration authorities” 
or “the State arbitration authorities” as the case may be, or to particular 
bodies like the Commonwealth Arbitration Court.* The jurisdiction of the 
Commonwealth authorities is confined to disputes of an inter-State character; 
but it has been so interpreted that, today, excluding employees on rural 
holdings and in private households, 44-3 per cent of all male employees in 
Australia in April 1954 and 37-2 per cent of all female employees are covered 
by Commonwealth awards. State authorities covered 44-3 per cent of male 
and 54-9 per cent of female employees, while 11-4 per cent of males and 
7°9 per cent of females were not covered by awards at all.t 

The wages determined by Commonwealth and State authorities consist of 
two elements, a basic wage, which is the minimum wage for an unskilled 
worker (there are different basic wages for males and females), and “margins”, 
usually determined apart from the basic wage, for skill, responsibility and 
other special qualities or circumstances. The wages determined are minima 
and wages in excess of the minima may be agreed upon by employers and 
employees in an industry or firm. There are also many private arrangements 


* O. de R. Foenander in Better Employment Relations (Law Book Co. of Australia, 195 4) 
has a useful discussion of the wage-fixing machinery of Commonwealth and States. 
Important changes have recently been made in the Commonwealth machinery, for which 
see Commonwealth Department of Labour and National Service, Industrial Information 
Bulletin, May 1956, pp. 560-3. 

t Ibid., March 1956, pp. 292-4. 
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for incentive schemes, production bonuses and the like. Compared with 
1952-53 the ratio of earnings to award wages has risen by 8 per cent in the 
last three years.* 

The high proportion of Australian employees working under Common- 
wealth awards gives their determinations special importance. In addition 
they have had a very great influence on the wages determined by the State 
authorities. It will, therefore, be convenient to refer first to the principles 
followed by the Commonwealth authorities. Before 1931 the main emphasis 
was on “needs”. Since 1931 the main emphasis has been on the “capacity of 
industry to pay”. The latter principle was elaborated in 1934 in the following 
statement, often repeated in relation to subsequent awards : “What should be 
sought is the independent ascertainment and prescription of the highest basic 
wage that can be sustained by the total of industry in all its primary, secondary 
and ancillary forms.” The length of the working week is also determined on 
the basis of the “capacity of industry to pay”. This principle may play a part 
in determining margins in the metal trades, which have become the “key” 
margins that, in effect, set the general level of margins throughout industry. 

In assessing “capacity of industry to pay” the Commonwealth arbitration 
authorities make a general survey of the state of the economy. Since 1953 
they have specifically asked parties to disputes to direct their attention to the 
following economic indicators: employment, investment, production and 
productivity, oversea trade, oversea balances, competitive position of 
secondary industry and retail trade. Such a list of indicators, however, tells 
us very little; everything depends on what the Arbitration Court looks for 
when it examines them, and its awards are seldom very clear on this. In 
practice, “capacity to pay” has largely been the capacity of those on whom the 
burden of wage increases ultimately falls after all who have the power to pass 
the burden on to others, through price increases and the like, have done so. 
Thus the arbitration authorities have looked mainly at the situation of the 
unsheltered farm export industries and the import-competing industries. 

The latter have, however, been much less important than the former, 
because of the close link between wages and the tariff in Australia, and the 
tendency of the Tariff Board, though often with great reluctance, to take 
wages determined by the arbitration authorities as data when making tariff 
recommendations. When costs and prices rise as a result of tariff increases 
they may add to the burden imposed on the farmers, although in practice this 
factor has not been of vast importance in the post-war years. Part of the 
burden of wage increases falls also on the export mining and manufacturing 
industries and the fixed-income groups, but the situation of these sections 
has, on the whole, been given relatively little weight in the Arbitration 
Court’s decision; the former are much less important than farming, and re- 
dress for the latter has sometimes explicitly been left to the legislature. 

The arbitration authorities have usually disclaimed any intention of re- 
distributing income, and sometimes even any power to do so, but, in fact, 
wages increases in excess of rises in productivity do involve redistribution 


* See R. I. Downing, in Economic Record, May 1956, p. 3. 
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from farmers and other unsheltered groups to wage-earners. Of course, 
many primary producers are themselves assisted and to this extent redistribu- 
tion may be retarded or prevented. 


Arbitration and General Economic Policy 
ENERAL wage changes awarded by the Commonwealth arbitration 
authorities may obviously have important economic effects. There has 


been a good deal of discussion in Australia of the extent to which the | 


decisions of the arbitration authorities are consistent with the general econo- 
mic policy of the Government. In Australia the Commonwealth Government 
bears the main responsibility for the maintenance of economic stability, 


internal and external, and its powers include ultimate control over monetary | 


policy, monopoly, in effect, of the major fiscal instruments of income and 
sales taxation, control over tariffs, excise duties and trade policy, and deter- 
mination through its fiscal and monetary policies of the amount of loan 
money for development that can be raised by the Loan Council for the States. 
Two arguments are usually advanced for the Commonwealth Government’s 
having ultimate control over wage policy. First, in its task of maintaining 
internal and external economic stability, the three instruments of monetary, 
wage and tariff policy may for the purposes of a particular government 
objective be broadly similar in their effects, but nevertheless have significant 
differences which make it desirable that the Government have complete 
freedom of choice which of these instruments or combination of them to 
use. Thus wage deductions, exchange depreciation and tariff increases may 
all be ways of meeting a certain balance-of-payments situation, but will have 
different effects on costs and prices, the distribution of income and the task 
of keeping excess demand in check. Secondly, changes in wage levels affect 


the distribution of income, which is just as much a political as an economic , 


question, and properly a matter for the legislature. If there is no ultimate 


government control over wage policy, at least some consistency between — 


wage determination and general policy seems desirable. 

Two questions then arise: (2) To what extent are the decisions of the 
Commonwealth arbitration authorities related to or consistent with the 
requirements of government policy? and (b) To what extent do the State 
wage-fixing authorities co-ordinate their decisions either with the Common- 
wealth arbitration authorities or with the economic policies of the Common- 
wealth Government? For the former of these questions the special position 
of the Commonwealth arbitration system under the Constitution is of great 
importance. Under the Constitution the Commonwealth Parliament can make 


laws with respect to “conciliation and arbitration for the prevention and | 


settlement of industrial disputes extending beyond the limits of any one 
State”, but, except in certain restricted fields, it cannot itself conciliate and 
arbitrate. This means that, although the Commonwealth arbitration authorities 
can determine wages as a means of settling disputes, the Commonwealth 
Parliament itself cannot do so. The latter can decide the types of conciliation 
and arbitration authority to be established and can give evidence before these 
authorities, but cannot control the wage policies pursued by them. 
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Another relevant factor is that basic wage and similar cases occur at 
irregular intervals, so that any continuous co-ordination between wage and 
general economic policy is impossible. Moreover, the procedures under 
arbitration may be very time-consuming. They involve the hearing of 
evidence from employers, trade unions and possibly other parties, cross- 
examination of witnesses and the preparation of a judgment, all of which 
may take over a year, during which time both general economic conditions 
and the economic policy of the Commonwealth Government may change 
substantially. The arbitration authorities, however, desire more frequent and 
shorter hearings. In their 1956 basic wage judgment the Court suggested 

that a yearly assessment of the capacity of Australia for the purpose of fixing a 

basic wage would be most appropriate. We would encourage any steps to have 

the Court fulfil such a task each year, and, in the light of past experience, would 


suggest conferences designed to collate the material to be placed before the 
Court with a view to shortening the hearing. 


If, as is not unlikely, these suggestions are acted upon, reasonable flexibility 
in wage policy may be achieved, but continuous co-ordination with general 
economic policy will still not be possible. 

It is difficult to relate specific decisions of the arbitration authorities to 
government policy at the time, both because of the difficulty of defining 
unambiguously what the latter is and because of the possibility of different 
interpretations of arbitration decisions. On a broad view, however, it would 
appear that the wage policies followed by the Commonwealth arbitration 
authorities have been substantially in harmony with the economic policies of 
the Commonwealth Government. While relatively soft fiscal and monetary 
policies were being pursued up to 1951, the arbitration authorities made 
important concessions to wage-earners, but after the 1951 anti-inflationary 
budget something of a stand-still policy was pursued up to November 1954, 
by which time a substantial measure of excess demand had developed again. 
The decision to grant a 1os. rise in the basic wage in May 1956, coming as it 
did after the March anti-inflationary budget, is the only one that does not 
accord obviously with this interpretation of arbitration policies. This decision 
is, however, readily understood as related, after a time-lag, to the earlier 
soft fiscal and monetary policies and the building up of excess demand. In 
connexion with our general interpretation it should also perhaps be mentioned 
in passing that two of the decisions of the Arbitration Court, namely the 
awarding of the 4o-hour week in 1947 and the rise in margins in 1954, had 
earlier been supported by the Commonwealth Government in evidence 
before the Court, while none of its decisions had been opposed in evidence 
by the Government. 


Automatic “ Cost-of-living” Adjustments 
HE working of the system of automatic quarterly “cost-of-living” adjust- 
ments to the basic wage must now be considered. The great development 
of excess demand, the wool boom, high import prices and the £1 increase in 
the basic wage in 1950, combined, with the aid of the system of “cost-of- 
living” adjustments, to produce a wage-price spiral which, over the two 
years 1951 and 1952, raised the basic wage in Sydney by 44 per cent and the 
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retail price index by 37 per cent. The cost-of-living adjustments added 
£3. 125. od. to the basic wage in these two years, notwithstanding the 
Commonwealth Government’s anti-inflationary budget of September 1951. 
This rise in the basic wage, though resulting immediately from the Court’s 
own system of cost-of-living adjustments, was not directly under its control. 
No dispute about the adjustments occurred until 1953, when the Court took 
the opportunity to abolish them. By then, unfortunately, abolition probably 


did more harm than good. The wage-price spiral under the system of cost | 


of living adjustments was not self-perpetuating but convergent and, in the 
absence of fresh initiating impulses, gradually worked itself out. By the latter 
part of 1953 this spiral had almost exhausted itself and abolition was not 
strictly necessary at that time. Abolition did, however, give the Common- 
wealth Government more room for manceuvre and permitted it to pursue 
softer fiscal and monetary policies than would otherwise have been possible. 
This allowed excess demand to develop again and paved the way for the 
fresh wage-price spiral at present being experienced. 

The decision of the arbitration authorities in 1950 to raise the basic wage 
by £1 also raises issues meriting discussion. This decision represents a 
turning-point between the expansive wage decisions of the forties and the 
cautious ones of the early fifties. Of the three members of the Court two 
granted the increase because of the general prosperity of the economy, 
especially of the woolgrowers. The dissentient would have refused an 
increase because of the inflationary situation that was rapidly developing. 
Opinion among economists at the time was also divided. Those who had 
been advocating exchange appreciation as a means of damping down econo- 
mic activity and as a means of redistributing income from country to city 
were disposed to welcome the wage increase as an alternative way of achieving 
their objectives. The same attitude persisted to a considerable extent into the 


period of big cost-of-living adjustments. Other economists were opposed to 


the wage increases because of their effect on prices. 

The above analysis suggests that, broadly speaking, the Commonwealth 
Government only acts vigorously to check excess demand when it is faced 
by acute balance-of-payments difficulties. It is beyond the scope of this 


article to discuss the view of many Australian economists that the Common- | 


wealth should deal with excess demand continuously rather than wait 


until forced into action by balance-of-payments crises. By coincidence and | 


not by design, government policy and arbitration awards have broadly 
followed similar lines. The Commonwealth arbitration authorities have the 
task under the Constitution of preventing and settling disputes, and their 


determination of wages has arisen as a by-product of this task. It so happens , 


that the arbitration authorities consider the determination of a basic wage 
according to the “capacity of industry to pay” as a pre-requisite for prevent- 
ing and settling disputes. It also happens that in assessing “capacity to pay”, 
the arbitration authorities do refer to the situation of the export farm 
industries and the import-competing industries and, therefore, do look in- 
directly at the balance of payments, which alone galvanizes the Common- 


wealth Government into vigorous anti-inflationary activity. The logic of the | 
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Australian economy forces itself on both government and arbitration system 
and it would, therefore, be surprising if there were not much consistency in 
policy. 

Not everyone, however, is satisfied with the existing state of affairs. The 
minority judgment in the 1950 basic wage case argued that the Court should 
give a lead to the Commonwealth Government, by doing what it could 
within its own powers to help check inflation, and accordingly was for 
refusing a wage increase. Business critics have felt strongly that the arbitra- 
tion authorities have given too little weight in their decisions to the effect of 
wage increases on costs and prices. It would seem, however, that the criti- 
cism should usually have been directed at the Government rather than at the 
arbitration system. Governments have not been willing to maintain adequate 
continuous control of excess demand, and in these circumstances it is unlikely 
that wages and prices could have been stopped from rising very substantially, 
whatever the arbitration authorities did. Only to a limited extent and in the 
short run can the latter dam the forces making for wages increases when 
demand and profits are high and labour is scarce. The arbitration system has 
too often in the post-war period been made a scapegoat for weaknesses in 
business attitudes and in government policies. There is, however, need for 
more frequent and speedier hearing of wage cases, as the Court itself recog- 
nizes. More adequate government policies together with more frequent 
reviews of wage policy would do much to remove the kind of weaknesses 
that have appeared in the post-war period and perhaps have more to com- 
mend them than the suggestion that the arbitration system give a “lead” to 
the Government in economic policy. 

Much misunderstanding has also arisen from the redistributive aspects 
of the arbitration system’s work. In determining wages according to 
“capacity to pay” the arbitration authorities implicitly indicate willingness 
to redistribute income from farmers to wage-earners when the former are 
prosperous. It is indeed difficult to imagine wage-determination without 
redistribution; the two are bound up together. The wage increases involved, 
however, may often lead to price increases, even when there is no excess 
demand. Redistribution is, of course, a political matter, although in this 
respect it is carried on independently of the legislature. In carrying out such 
a political function and carrying it out, moreover, in the furtherance of 
industrial peace, the arbitration system could not possibly sacrifice every- 
thing to price stability. If it tried to do so it is unlikely that it would last very 
long as an effective force; basic political and industrial forces would be far 
too strong for it. Once again a large measure of responsibility rests on the 
Commonwealth Government, which, to the extent that redistribution with- 
out price increases is desired, must seek to devise the means of achieving it. 


State Wages 
Wt must now discuss briefly the policies pursued by the wage-fixing 
authorities of the States. These policies, unlike those pursued by the 
Commonwealth arbitration authorities, are subject to the ultimate control of 
their State governments. The latter sometimes use their powers. For example, 
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in the post-war period the Government of New South Wales introduced _ nec 
compulsory unionism, the 40-hour week (anticipating the decision of the _— dep 
Commonwealth authorities by a short period) and long-service leave and‘ exp 
restored cost of living adjustments. The policies pursued by the State if A 
authorities may be directly influenced by the political character of their the 
Governments, and as the States may differ from one another and from the _yea: 
Commonwealth in their politics, complete uniformity in arbitration policy it i 
is not to be expected. This is one aspect of the working of a Federal system. _ Ris: 

Nevertheless in matters of general wages policy the States have followed! deri 
the lead of the Commonwealth arbitration authorities to a remarkable extent. __ the 
The Commonwealth and State systems developed side by side and, because _ diff 
of the industrial unrest and problems of inter-State competition produced by _ be» 
wage discrepancies, the States developed basic wages broadly similar to the 7 
Commonwealth basic wage and adopted similar systems of cost-of-living adj 
adjustments. In August 1953, just before the Commonwealth Court abolished’ _ reg: 
cost-of-living adjustments, the respective Commonwealth and State basic _ pric 
wages in the different States were as follows: yea: 


Sydney Commonwealth £12. 35. od., State £12. 35. od., Melbourne dj 
£11. 155. od., £11. 155. od., Brisbane [10. 185. od., £10. 195. od., Adelaide inc 
£11. 115. od., f11. 115. od., Perth f11. 165. od. £12. 65. 6d., Hobart  ¢myi 
£12. 25. od., £12. 25. od.* oth 
The close correspondence between Commonwealth and State basic wages is 
easily seen, and Perth is not the exception it appears to be, since short-run F 
discrepancies arose in that case mainly from the existence of a less automatic 4, 
procedure for determining the basic wage. 


The Commonwealth arbitration decision in September 1953 to abolish a 
“tp : : mai 
cost-of-living adjustments was not, however, followed in all States; and by 4, 


August 1956 only one State, South Australia, was still following the Common: | 
; ; , : ‘ the 
wealth lead in this respect. Discrepancies soon appeared and in August, |; 
elec 
1956 the Commonwealth and State basic wages were as follows: Ith 
Sydney Commonwealth {12. 135. od., State £13. 35. od., Melbourne ties 
£12. 55. od., £13. 35. od., Brisbane £11. 85. od., £11. 175. od., Adelaide Go 
£12. 15. 0d., £12. 15. 0d., Perth £12. 65. 04., £13. 15. 6d., Hobart £12. 125.04, pur 
£13. 35. od. ote 
Except in South Australia, the State basic wages have moved well ahead of issu 
the Commonwealth basic wage, notwithstanding the tos. rise in the latter in 
May 1956. The State cost-of-living adjustments are expected to increase these 
discrepancies rapidly and substantially. Prices are also rising with increasing 
rapidity. The “C” Series index of retail prices has risen as follows: 
September quarter, 1953, 2,618; 1954, 2,618; 1955, 1,719. March quarter, 
1956, 2,780; June quarter, 1956, 2,851. 


A wage spiral is clearly developing, which, even given the maintenance of 
adequate anti-inflationary policies by the Commonwealth Government, might 
take until well into 1957 to work itself out. As it is, high costs may well 


* Commonwealth Arbitration Reports, vol. 33, p. 149. 
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necessitate increased tariff protection for many industries, or even exchange 
depreciation, when import restrictions are eventually lifted. Expansion of 
exports, including as far as possible exports of manufactured goods, is vital 
if Australia’s balance-of-payments difficulties are to be overcome. In 195 5-56 
the farmers’ share in the national income was no more than it was in a good 
year of the thirties, and though the position of farmers is far from alarming 
it is clear that their capacity to bear substantial cost increases is limited. 
Rising costs also do not help manufacturing exports. Australia can perhaps 
derive some consolation from the fact that the country with which she does 
the biggest slice of her trade, Great Britain, is having similar wage and cost 
difficulties. Nevertheless the development of another wage-price spiral cannot 
be viewed with equanimity. 

The concentration of current Australian discussion on the cost-of-living 
adjustments has, however, dangers of its own. A more realistic view would 
regard the present upward movement in wages and prices as the inevitable 
price that must now be paid for allowing excess demand to develop in the 
years 1953-55. Moreover, while it is likely that the abolition of cost-of-living 
adjustments by the States would slow down the rate of wage and price 
increase, it seems naive to suppose that, with trade unions strong under full 
employment, the upward movement could be prevented. The experience of 
other countries that have no arbitration system suggests that it is virtually 
impossible to stop wages from rising when the cost of living is rising. Many 
economists consider that stronger fiscal measures are required even now. 

Finally, a question of principle may be raised. Whatever one’s views may 
be on the cost-of-living adjustments issue it is clear that the Commonwealth 
Government considers their abolition important. As the latter bears the 
main responsibility for maintaining economic stability it seems desirable 
that it should have the power to secure their abolition and so give effect to 
the economic policy in which it believes. It also seems desirable that the 
electorate should be able to allocate responsibility for any failure in policy. 
It has been all too easy in the post-war period to blame the arbitration authori- 
ties for results which have been due largely to weaknesses in Commonwealth 
Government policies. One cannot blame the States for using their powers to 
pursue the policies for which they were elected, but one may well doubt 
whether they should have all these powers. This, however, raises the large 
issue of the adequacy of a federal system for administering a modern economy. 








THE BIRTH OF GHANA 


INDEPENDENCE FOR THE GOLD COAST 


N March 6, 1957—the 113th anniversary of the signing of a Bond 
between Queen Victoria and certain chiefs of the Gold Coast Colony— 


a new Venus will arise from the waves, draped in veils of democracy and | 


poised upon a shell of self-government. Ghana is her name. The name is 
taken from a State that flourished a thousand years ago amid the then fertile 
pastures of the Sahara, now deep in sand: Ghana, black but comely, a goddess 
of sanguine temper, gay disposition, passionate nature and uncertain future, 
whose emergence will be watched with eager hope from one side of the 


turbulent continent to the other. Whatever happens, Ghana must make his- ° 


tory; for it will become (to drop the metaphor) the first community of 
Africans to reach the goal of British colonial policy, full independence within 
the Commonwealth. From March 6 next, Dr. Kwame Nkrumah’s Govern- 
ment will rule the country without strings. 

The speed with which this has come about is remarkable. It was not until 
1946 that the Legislative Assembly of the Gold Coast achieved an African 
majority with powers to make laws for the kingdom of Ashanti as well as 
for the Colony, an area extending inland for fifty to a hundred miles and 
inhabited by a variety of peoples with whom treaties had been made at 
different times during the nineteenth century. The Northern Territories were 
excluded from this arrangement. They continued to rely upon treaties made 


between Queen Victoria and their chiefs and to be governed directly by | 


British officers under the Colonial Office, in alliance with their traditional , 


authorities. 


It was not until 1951 that the first representatives of the Northern Terri- | 
tories sat in the Legislative Assembly at Accra, and these were not elected , 


by popular vote, but chosen by a concourse of District Councillors, most of 
whom were chiefs. In the same year unrestricted adult suffrage was intro- 
duced into the Colony and Ashanti and, for the first time, Africans took over 


the responsibilities of Ministers, with Dr. Nkrumah as head of a government 


in which British officials still held three key posts. 


At the same time the traditional Chiefs’ Councils of Ashanti and of the | 


Colony, the very bone and structure of the indigenous system of government, 
were reconstructed to include a majority of elected commoners of plebeian 
blood and, as often as not, revolutionary notions. The word “reconstructed” 
is possibly a euphemism; this was no smooth step of evolution but the 


extinction of an old system and the birth of a new. It represented the triumph | 


of Dr. Nkrumah’s Convention Peoples’ Party, the party of the demagogues, 
over the politico-religious chiefs of tradition, the holders of the Stools which 
symbolized, in each area, the soul of the tribe. 


At the same time the chiefs were deprived of their Stool lands and forests, | 
from which they had drawn their economic strength, and the tense state of | 
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the country led, in Ashanti (where for about two years no Minister or senior 
member of the C.P.P. dared to appear in public), to the abandonment of 
several ancient customs which had served to keep alive a reverence for 
tradition. The introduction of compulsory universal education completed 
the revolution, for it was nothing less. Although no government can, by a 
stroke of the pen, establish schools for every child when teachers and equip- 
ment are lacking, and although education is not yet universal and quality has 
inevitably suffered, Dr. Nkrumah’s Government, with Mr. Botsio as his 
former Minister of Education, has gone a great deal further toward achieving 
this ideal than appeared to most people possible five years ago. 

Revolutions are commonly made quickly, but their full effects take years 
to percolate to the foundations of society. The forest villages, the shady cocoa 
farms, the compounds, the dusty sun-baked plains where the bulk of the 
people live, are still very largely unchanged in their fundamental loyalties. 
The question of speed is relevant: it is a question of whether the African 
boa-constrictor can digest the democratic goat which it has swallowed whole, 
or whether the pangs of indigestion may result in a sick snake. The question 
of independence, of “Free-Dom” gained, is relevant only in so far as it 
affects this impending battle between the boa-constrictor’s digestive juices 
and the democratic goat. 


H.M. Overseas Service 

HIS goat is a very complex, meaty animal; and to absorb it needs time. 

During this interval, either the people who have built up and hitherto 
maintained the administration of the Gold Coast must hand over their 
powers and skills carefully and smoothly to their successors, or a good deal 
of chaos must follow. A question of crucial importance, therefore, is whether 
the British staff who have manned the administrative system will decamp 
with independence, leaving their desks to Ghanans who, however, able and 
enthusiastic, lack essential training; or whether the majority will hand over 
bit by bit (a process that has been going on for some time) as Ghanans come 
up the ladder equipped to run a complicated modern State. 

A wholesale exodus of British officials appears unlikely, but a selective 
exodus has been in progress for some time. Much of the work performed by 
H.M. Overseas Service (as it is now called) has in itself become less attractive. 
When, for instance, the District Commissioner became the “Government 
Agent’’, instructed mainly to co-ordinate the work of various local authorities 
who naturally inherited those of his functions which were not (like tax- 
collecting) taken over by the central authority, some of those who had 
enlisted because the work appealed to them left because they no longer felt 
comfortable upon a horse of such a different colour. In other spheres, many 
young men of ability felt that there was no future in a country where speedy 
Africanization of the public service was one of the first and most ardently 
pursued aims of the African Government. 

In spite of this, less than a third of Overseas Service officials have so far 
resigned or transferred, and others have arrived under short-service contracts, 
so that the total number employed, if the technical services are included, has 
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increased rather than diminished. Dr. Nkrumah’s Government, moreover, 
after five years in office, no longer needs to rely upon xenophobia to gain 
support, and is well aware of the necessity for retaining expatriate officers 
for the daily work of government. The terms offered to expatriates, there- 
fore, under complete independence, are more likely to improve than to 
deteriorate. In spite of this, the Gold Coast Government are finding it 
impossible to fill many posts for which they are trying to attract expatriates, 
especially in such fields as engineering, accountancy and research. Such well- 
trained men are indeed rare creatures everywhere, and West Africa, with its 
insecurity of tenure, seems unlikely to tempt the best. 

Apart from gaps that cannot be filled (and they are many), the quality of 


those who have remained may well have declined. This is not to say that | 


expatriates of disinterested ability have vanished from the scene; but some 
of those who have stayed on have probably done so less from a desire to 
help the new Ghana to the best possible start, than from doubts of their own 
value in the labour market. At a moment when so much depends upon the 
establishment, in a perilously short time, of a tradition of honest and efficient 
service (as has been achieved, to a remarkable degree, by the West African 
Bar), this flaw may turn out to be serious. 


A Financial Scandal 
HE question of honesty is now much to the fore, both in the Gold 
Coast and in Eastern Nigeria, where the Foster-Sutton enquiry into the 
affairs of the African Continental Bank has produced some startling evidence 
of wholesale corruption and jobbery. The Commission of Enquiry into the 


affairs of the Cocoa Purchasing Company, under the chairmanship of Mr. | 
Justice Jibowu, reported last summer on a scarcely less healthy state of 
affairs in the Gold Coast. This frank and factual report provides a most | 


interesting cross-section of an emergent African State in operation, and of 
the disposal of public funds. Not that such conduct is peculiar to Africa. It 


~ 


marks a departure, nevertheless, from the system normally followed when , 


colonialism was the order of the day. 

Briefly, the story is this. Before ““Free-Dom”, a Marketing Board was set 
up to buy the raw cocoa crop from African growers at prices fixed ahead 
for the season, and then to dispose of it in world markets. This it performed 


admirably, stabilizing prices and building up a large reserve. In due course it | 


became wholly Africanized, and in 1952 Dr. Nkrumah’s Government set up 
a subsidiary called the Cocoa Purchasing Company, with a capital of £2 mil- 
lion, ostensibly to take over from the Board the buying and handling of 
cocoa. 


Very soon it launched out into a different field altogether, that of issuing | 


loans to cocoa growers. At first these were to be simply advances on the | 


crop and limited to £150. In a very short time the limit was raised to £1,500, 
and soon after that quite a new scheme was added. The funds of the Cocoa 
Purchasing Company were used to free cocoa growers from the indebtedness 


into which, in spite of the high price for their product that had prevailed for | 


many years, most of them had been plunged. 
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Under this scheme, any farmer oppressed by debt appeared before one of 
the Cocoa Purchasing Company’s 1,800 “receivers”, or local agents, together 
with his creditor, and applied for a loan. This, when granted, was used to 
pay off the creditor; the Cocoa Purchasing Company then assumed the whole 
burden, drew up an agreement with the grower, and collected interest and 
repayment from the proceeds of the crop. 

The Jibowu report leaves no doubt whatever that the loan funds made 
available by the Cocoa Purchasing Company were used as a gigantic cam- 
paign fund and bludgeon by the political party in power, the C.P.P. It was 
actually laid down by the Board of the Cocoa Purchasing Company that 
every applicant for a loan must be a member of the United Ghana Farmers 
Council, the cocoa farmers’ wing of the C.P.P. No member of the opposition 
party, in short, could hope for a loan. All but one of the directors of the 
Cocoa Purchasing Company, including the chairman and managing director, 
were active members of the C.P.P. and “Party considerations” (says the 
report) “appear to have dominated their actions”. In many cases the pro- 
cedure laid down for making loans was so whole-heartedly ignored that no 
agreements between the creditor and the Company could be traced, and no 
receipts for loans; in other cases, false statements were as thick as autumn 
leaves. (A typical example is that of a farm described as in exceptionally good 
condition with a yield of 80 loads of cocoa, found by the Agricultural Officer 
to be an abandoned holding with a yield of less than one load.) 

The Commissioners found abundant evidence that Cocoa Purchasing 
Company’s supervisors had demanded and received bribes before recom- 
mending loans, and a high tariff seems to have existed for application forms 
which clerks, receivers and others sold to would-be borrowers. That this 
was connived at in high quarters cannot be doubted; when a group of 
farmers lodged a complaint against two Cocoa Purchasing Company officials 
in their district, the case was heard in private by the Prime Minister, who, it 
was suggested, ruled with a splendid logic that, as both the giver and the 
receiver of bribes were equally guilty, both should go free. 

Other accusations which the Commissioners held to be proved were that 
lorries belonging to the Cocoa Purchasing Company were used for elec- 
tioneering by the C.P.P.; that a sum of £317,000, being the excess of advances 
made over cocoa purchased during the six weeks before the election held in 
1954, was used mainly for buying votes from farmers; that unsuitable 
individuals were employed by the Company (such as an accountant taken on 
fresh from a prison sentence for fraud), and that the managing director not 
only carried on his business as a building contractor while in full-time em- 
ployment with the Company but that he used the Company’s lorries to 
transport his goods. 


Erosion of Standards 
Manx other examples are given in the Jibowu report of malpractices 
LV. which might have been expected to land directors and staff alike in 
serious trouble; all, however, were good C.P.P. men and it was those who 
ventured to protest who suffered. After the report’s publication the Govern- 
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ment attempted to blunt its findings by criticizing its procedure, and dis- 
missed Mr. Kodwo Mercer, a former chairman who had protested against 
the Company’s methods and given valuable evidence, from his position as 
Gold Coast Commissioner in London. It has since appointed as chairman of 
the Cocoa Marketing Board, a C.P.P. ex-Minister from the Northern Terri- 
tories, where no cocoa is grown, who was unseated in the elections last July. 

It is little wonder that Mr. Krobo Eduesi, then chief whip to the Govern- 
ment party and now a Minister, described the Cocoa Purchasing Company 
as “the product of a master brain, Dr. Kwame Nkrumah, and the atomic 
bomb of the Convention Peoples Party”. The evidence heard by the Commis- 
sion can leave no doubt of the extent to which the C.P.P., through such 
statutory bodies as the Cocoa Purchasing Company (there are several others), 
controls al] the patronage of the Gold Coast and uses it to entrench the 
party, to mulct the humbler members of society and to dole out “jobs for 
the boys’. 

There is, of course, nothing new and strange in all this. The democratic 
set-up in the hands of those neither educated to its use, traditionally moderate 
in the exercise of power nor, in the first place, anxious for its adoption, 
provides rich opportunities for the practice of bribery, patronage, extortion 
and self-advancement by means generally condemned, but sometimes em- 
ployed, in Western society. Little has happened in the Gold Coast (that is, 
politically) that cannot be matched in the politics of almost any large American 
city—and it is significant that the Prime Minister received much of his 
education and training in the United States. At the same time the tremendous 
African sense of family, matching that of the Chinese, ensures that almost 
every real African (and this is one of the few generalizations to hold water) 
feels obliged—or, at the very least, strongly tempted—to put the interests 
of his family above those of country, department or firm, and so reinforces 
the general tendency towards what is loosely, and perhaps harshly, stig- 
matized as corruption. In Western eyes, corruption is what it is: to Africans, 
it is often family loyalty, common sense or good manners—virtues all. 

The harm comes less, perhaps, from this erosion of the standards of 
colonialism than from a refusal on all sides to recognize it. Lip-service is paid 
by everyone concerned to democracy and political freedom; few admit, 
though many know, that these two, in the West African context, are to a 
large extent incompatible, provided that the concept of democracy includes 
the notion of impartial, honest government in the interests of the man and 
woman in compound and village, of the herdsman on the plain, the labourer 
in the city and the fisherman in the canoe. These humble folk may well prefer 
political freedom, with all its drawbacks, to government that is fair and 
honest but remote; but, like everyone else, they cannot have their cake and 
eat it. Only good can come of recognition that the government of Ghana, 
after independence, is likely to be one in which the machinery of democracy 
will be manipulated by a caucus of ambitious and able individuals who enjoy 
to the full the use of power and intend to go on enjoying it, and who, like 
most of their compatriots, regard the possession of office as a legitimate 
opportunity to enrich themselves. This is not to say that they lack, in the 
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least degree, pride in Ghana and faith in its future. On the contrary, faith in 
Ghana and in their own capacity to rule it go together, as in so many other 
instances in history. 

There is, of course, an Opposition party, which at this year’s elections 
greatly strengthened its hand. On the European analogy, if the people of 
Ghana are dissatisfied with Dr. Nkrumah’s Government they are free to 
reject it and instal a different team under Dr. Busia, the present leader. But 
the matter is not quite so simple as that. To begin with, five years in office 
with the resources of a prosperous government at its disposal, combined 
with the personal glamour of Nkrumah the liberator and the shrewdness of 
his colleagues, have entrenched the C.P.P. so firmly in office that it is hard 
to see how anything short of revolution could dislodge it—unless a slump 
in cocoa, followed by financial stringency, were to cause widespread dis- 
illusionment. 

Over half the population lives in the Colony, and so long as the C.P.P. 
holds this critical region, with Accra and the big coastal towns, it seems as 
safe as any government can reasonably be from constitutional defeat. 


Opposition in Ashanti 


. is in the ex-kingdom of Ashanti, with a population standing at around 
the million mark, that the National Liberation Movement’s stronghold 
lies. And here already, before the day of full independence has dawned, the 
liberation that is desired is not from colonialism—that is taken for granted— 
but from the C.P.P.: and, more particularly, from the unitary form of govern- 
ment for which the C.P.P. stands. 

The National Liberation Movement is one of separation from an artificially 
created country, which has been in existence as a legal entity for about five 
years and as an administrative convenience for about fifty. It marks a reaction 
against the lumping together of all sorts of people to form a country, regard- 
less of their traditions, customs and enmities. And it embodies a protest 
against the political control of the C.P.P., which, while drawing on Ashanti 
for part of its membership, is mainly led by people from the Colony who 
were, for many centuries, hated enemies of the Ashanti nation. 

A greater respect for chiefs and for tradition than is entertained by the 
C.P.P. is ascribed to the National Liberation Movement. Its leader, Dr. 
Busia, while not a chief, is of royal blood, and one of its architects was the 
Asantehene, king of the Ashanti and keeper of the Golden Stool. But a 
partial restoration of the chief’s powers is not a policy, nor have the N.L.M. 
attempted to make one out of it. Their declared policy has been to establish a 
federal rather than a unitary state. They have demanded freedom for Ashanti, 
and therefore also for Togoland, for the Northern Territories and for the 
Colony, under a rather flimsy federal umbrella. They would like to see the 
Gold Coast, in fact, follow the Nigerian pattern, with separate regional 
governments delegating certain restricted powers to a central authority. 

It is natural for this policy of Free-Dom cut to a local pattern to find favour 
in Ashanti and in the Northern Territories, in both of which the N.L.M. won 
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a majority in the last elections. Nationalism is a weapon that can be turned 
against the central government, whoever controls it, when loyalties retain 
their regional roots, as Dr. Nkrumah may well discover when the steadying 
hand of the alien, with its close control of every district and its centralizing 
power, is finally withdrawn. (The unique characteristic of British rule has 
perhaps been its firm grip on the countryside, its penetration into the remotest 
areas. The first result of independence in every country that has so far attained 
it has been the loosening of this grip and the withdrawal of agents of govern- 
ment into the towns and principal centres. This concentration on the urban, 
to the neglect of the rural, in countries that have not yet experienced an 
industrial revolution, may well prove to be a fatal flaw in the architecture of 
the emergent lands.) 

That all government rests ultimately on force is, however, a fact fully 
realized by the C.P.P., which has used intimidation as well as bribery to gain 
and hold power. On Independence Day, control of the police will pass com- 
pletely to Dr. Nkrumah’s Government. That they will use it to suppress 
disorders is natural; that disorders may in future be created by N.L.M. sup- 
porters is at least possible. If a prophesy may be ventured upon, with the 
usual reservations, it is that the N.L.M.’s prospect of attaining power by con- 
stitutional means will be poorer after independence than before; that national- 
ist feeling in Ashanti and elsewhere, while more dangerous to its holders, 
may well deepen; and that the ultimate possibility of civil strife—not 
organized fighting but continual friction and a suppressed kind of guerrilla— 
will be enhanced. 


Northern Territories 

HILE roughly one quarter of the population belongs to the Ashanti 

nation, another quarter lives among the still remote hills and on the hot 
and dusty plains of the Northern Territories. Among these hardy people, so 
different from the forest-dwellers with their easy cocoa wealth, the tribal 
spirit remains strong. Chiefs retain much of their ancient prestige, and 
education is still far from general. This is changing; schools and mass literacy 
campaigns have, in the last few years, produced a fast-growing literate class; 
even so, the Northern Territories remain somewhat apart, if only because 
climate and conditions produce a different individual. Poverty cannot be 
remedied save by subsidies, and many of the inhabitants remain “backward”, 
lacking the subtlety and adaptability to take in large numbers to the well- 
paid professions (law, medicine, jour.alism, trade and politics) and sticking 
more to the unskilled tasks such as mining, farming and service in the army 
and police. 

To most of these, issues such as the federal versus the unitary form of 
government are double Dutch, but few of those who keep abreast of the 
fast-moving tide of events believe that the Northern Territories are being 
fairly treated. The treaties between the chiefs and Queen Victoria, which 
form the basis of the British connexion, have never been abrogated. The 
Governor, Sir Charles Arden-Clarke, has appealed to the chiefs to renounce 
them, so that the Northern Territories can enter fully and legally into the 
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new Ghana. But the chiefs have never expressed any wish to do so, and both 
chiefs and people fear that the substitution of Accra politicians for British 
officials will not be to their advantage. It is true that some of their own men 
are coming up the educational ladder, but few are as yet sufficiently trained 
to hold their own among the cohorts of the C.P.P. Before next March, the 
chiefs will have to toe the line, because the Northern Territories are not rich 
enough, as Northern Nigeria is, to stand on their own feet, and the British 
are committed to relinquish their protectorate. Some face-saving formula, 
such as the entrenchment of the Northern Territories Council into the new 
Constitution, will no doubt be devised. Tied to the chariot wheels of Ghana, 
the Northern Territories will be dragged into Free-Dom in a sore and 
apprehensive frame of mind. 

The C.P.P. has promised them the ambrosia of education, the nectar of a 
limited provincial autonomy and a comfortable seat at the banqueting table. 
If these promises are made good, the Northern Territories will no doubt 
become reconciled to the new régime. If they are broken, there will be trouble. 
This will be a crucial test of the C.P.P.’s will and ability to govern wisely and 
so to unite Ghana in a common loyalty. The fact that nearly all the police are 
drawn from this region may well influence events in a positive direction. 

There remains one other region, that of Togoland, a United Nations Trust 
Territory whose peoples, among whom the Ewe are predominant, have voted 
for integration with an independent Ghana. While the Ewe have a strong 
sense of national identity, they are more closely allied with the people of 
the Colony than are the Ashanti or the Northern tribes. Unless they are 
antagonized by some clumsy move—and the C.P.P. is not generally clumsy 
—they seem much more likely to support the present Government than to 
reinforce the Opposition. 


Hopes and Dangers 

gp seer eragnaaess! every country that has attained independence by emerg- 

ing from some form of colonialism has had to face the problem of welding 
into one nation a number of divergent States, factions, tribes or kingdoms. 
It was done a long time ago in Britain and it took a long time to do; but it 
was accomplished. So in Italy, in Germany, in the United States, in Mexico, 
in India (partially) and in many other cases. There is no reason why it should 
not be done in Ghana, given time and a reasonable amount of statesmanship. 
But it would be unrealistic to suppose that this difficult union of groups of 
human beings with varying interests and a long history of enmity and violence 
can be achieved on Independence Day by a stroke of the pen. 

Britain’s part in this is clear. She wishes to see a prosperous and united 
Ghana where law and order are maintained under a democratic form of 
government, which remains securely in the Western community and with 
whom she can trade. Beyond that, what goes on internally is Ghana’s business 
—just as the internal policy of South Africa, also a member of the Common- 
wealth, is considered to be her own domestic affair. 

The prospects of realizing this aim, at least for the present, seem reasonably 
fair. The most obvious danger is that internal friction may undermine law 
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and order to a point where trade becomes difficult or impossible, the people 
impoverished and the temptation to other nations to walk in (as seems so 
likely in the Sudan) irresistible. At least for the present, the strength of the 
C.P.P. would seem sufficient to prevent the triumph of disintegration. The 
C.P.P. may in fact be able—though not without harsh measures—to weld 
the country into one. In this the democratic process, as we understand it, 
might well become a casualty. 

Democracy seems only possible in countries whose peoples are agreed 
upon fundamentals, above all on the fundamental belief in the settlement of 
all disputes by forensic and not by violent means. On such matters the people 
of Ghana, as of other African countries, are far from agreed. It may, there- 
fore, be that Ghana will have to choose between unity and democracy; and 
the choice can scarcely be made without pain. But young countries, like 
young people, do not wish to spare themselves the pains and joys of experi- 


ence, seeing beyond these the beckoning ranges of maturity, and do not ’ 


shirk from the risk that tyranny may sometimes wear the mask of Free-Dom. 






UNITED KINGDOM 


BRITISH OPINION IN THE WORLD 


HE domestic scene has been dominated by international events. The 

most striking point of impact has been the Suez controversy,* which has 
had an effect on British politics diametrically opposite to that predicted in the 
last instalment of this history. 

In the first instance, the Labour Party favoured strong action and was 
inclined to reproach the Government for the tardiness of its response; it 
seemed certain that the cause of a bi-partisan foreign policy would be 
strengthened by Nasser’s challenge. By the time Parliament went on its 
summer recess, however, the Labour Party had changed its views funda- 
mentally. Mr. Gaitskell opened an onslaught on the Government’s policy 
which has been sustained ever since; it is an onslaught in the radical tradition 
and it makes use of almost all the time-honoured ingredients of that tradition’s 
philosophy of foreign policy: the Government was reproached for imperial- 
ism; it was reproached above all for having failed to undertake that no 
military action would be taken until an appeal to the United Nations had 
been made; it has even been widely accused of fighting an international 
crusade against the principle of nationalization and of having been seduced 
from a sober assessment of the national interest by the desire to support 
capitalism. It has been triumphantly asserted that British foreign policy is no 
longer matter of agreement between the parties. 

On the Conservative side, all this has had a unifying effect: at first, some 
thought that the Suez group in the party, which has opposed the evacuation 
of British troops, might confine itself to pointing out complacently that the 
nationalization of the Canal was an inevitable consequence of this movement 
and that nothing could now be done to repair the mischief wrought by past 
weakness. The Suez group, on the contrary, has rallied to the defence of the 
Prime Minister, hailing him by implication as a convert to their views; in the 
process, it has clearly been engaged in digging a trench which it does not 
propose to allow the Government to abandon. This show of support, how- 
ever, has not removed the real anxieties widely felt though most often 
privately expressed about the conduct of the Suez affair. The burden of these 
complaints is this: Nasser has taken the Canal; Sir Anthony Eden has said 
that he should not have it; a Users’ Association has been formed the only 
practical function of which would seem to be to act virtually as the Suez 
Canal Company, and to do so with the promise or at least the probability of 
military support from the member States should its operations be opposed 
by Egypt; yet, in spite of all these dramatic gestures, the only material effects 

* The references to the Suez Canal question in this article have been left as written 


immediately before the Anglo-French intervention in Egypt. For comment on subsequent 
events see the leading article on pp. 3-7. 





















































58 UNITED KINGDOM 
to date are that the Canal is working reasonably efficiently, thanks to the poli 


efforts of Russian and satellite pilots; that the American Government has trat 
flatly declared that it will not use force and that the United Nations are | her 
engaged in a laborious discussion of the matter. Is not this, the critics say, a lons 
record of melodrama and anticlimax? pun 

The whole question is now likely to be put, for British opinion, in a still A 
more confusing perspective by the Israeli invasion of Egypt; a measure of gre: 


complexity which does little to satisfy the requirements of democracy has 
been introduced by the possibility of Britain’s being called upon to defend 


the Arab States instead of going to war with them for the defence of Suez; 7 
already there has been trouble with the reservists called up to enable the 

Government to make its military preparations in the Middle East; some of wat 
them have not reported after their leave, others, finding themselves in mo 
Cyprus, have made noisy demonstrations; it is said that they are confused by the: 


not being sent to fight the Egyptians immediately, and this condition would * the 
certainly be aggravated if they were suddenly to be called upon to defend the pro 
Egyptians. Furthermore, Israeli-Arab relations have a powerful appeal to the 


the romantic imagination of British politicians: on the whole, the Left likes leas 
the Jews and the Right, with some eminent exceptions, favours the Arabs; Mr 
what effect all this will have now that a bipartisan foreign policy has been of : 
jettisoned by the Labour Party, it is hard to foresee. » by 

One remaining point of unity, however, is the sympathy and admiration ren 
felt for the Hungarian peoples and everyone’s delight at the appearance of mic 
this crack in the defences of the Soviet Union. In Britain, this affair has con- tio: 
jured up a splendidly nineteenth-century atmosphere; a public meeting has ler 
been held at which eminent authors and artists have expressed their support rev 
for the insurgents, a message of admiration and a promise of £25,000 forthe | dis 
Red Cross has come from 10 Downing Street, and events have been followed | tiv 
with close attention from hour to hour on the wireless. The proof that they det 
seem to offer that even the most powerful States depend in some measure on / of 
the consent of their subjects has encouraged everyone. me 

Foreign affairs contributed an amusing sideshow towards the end of the by 
silly season in the unfortunate fate of a Russian lady athlete who, while res 
visiting this country for an international contest, succumbed to the tempta- dis 
tions offered to those who are ill-instructed in the doctrine of the sanctity of sck 
property by a display of cheap hats in the millinery department of a London | we 
shop. Nina, as the lady was familiarly and affectionately known, was arrested the 
by what many thought to be an unduly zealous detective, and was required tor 
to answer in the magistrate’s court; her Russian protectors removed her to | nai 


the Embassy, from which it proved impossible to extract her for several weeks, 
during which the British press and the British Foreign Office endeavoured Ac 


to explain that the public prosecutor was not constitutionally free, in spite of mz 
the precedent of the Campbell case,* to abandon a prosecution for reasons of for 
an 


* See THE Rounp Taste, No. 61, Dec. 1924, pp. 121, 122. The prosecution of a Com- 
munist journalist, Mr. J. R. Campbell, for seditious libel was withdrawn for reasons pe 
alleged to be political. The Liberals voted with the Conservative Opposition on the issue, 

a general election was forced, and the first Labour Government fell. 
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politics or even of chivalry. Nina ultimately appeared before a kindly magis- 
trate who found her guilty but in a commiserating spirit discharged 
her unconditionally, having heard it urged by her counsel that her pro- 
longed incarceration in the Soviet Embassy should operate in mitigation of 
punishment. 

Altogether, foreign affairs have been fruitful: they are producing an ever 
greater effect on opinion in Britain and may greatly change the political scene. 


Economics and the Opposition 

HE effect of credit restriction in improving the national economy has 
slowly continued, but it is a gradual process perpetually threatened by 
wage claims, which are impending at the moment from many Unions and 
most dangerously from the railwaymen, the miners and the engineers. In 
these conditions, by now distressingly familiar to the readers of this chronicle, 
the Labour Party is pursuing its search for a domestic policy. A number of 
profound works have been written; the subject of equality, the prevailing 
theme of Socialist propaganda, already treated in a policy statement, has been 
learnedly discussed in books by Mr. John Strachey, Mr. Tony Crosland and 
Mr. Gaitskell himself. As a result, the broad lines not so much of doctrine as 
of strategy are becoming apparent: the party’s dilemma, cogently formulated 
by Mr. Strachey, is precisely that it is hard-pressed to know what inequalities 
remain to be challenged and can be challenged without alienating the salaried 
middle class, regarded as a potential source of support, and injuring produc- 
tion. There are now broadly two favourite methods of attacking this prob- 
lem. The first is to suggest that the Conservative Party is really counter- 
revolutionary and is endeavouring to create new inequalities. Mr. Strachey 
discerns this purpose particularly in the writings of the younger Conserva- 
tive intellectuals, whom he finds to be irreverent towards the institution of 
democracy and who operate surreptitiously but effectively behind the fagade 
of suavity and enlightenment provided by their political leaders; the second 
method is to suggest that the apparent advance towards equality accomplished 
by taxation is vitiated by tax evasion and to propose that the law in this 
respect should be strengthened. There is also afoot a systematic campaign of 
disapproval for everything that looks like an instance of privilege: the public 
schools are a target for criticism again and the New Statesman, the leading 
weekly organ of Socialism, is cross with the débutantes and disapproving of 
the Queen for encouraging them in their expensive ways. The party is feeling 
towards a sort of native radicalism, in which conceptions like planning and 
nationalization, though still present, will be discreetly in the background while 
the foreground will be occupied by a picture of the naughty lives of the rich. 
Add to this an ingenious scheme fathered by the brilliant Mr. Richard Cross- 
man, but with a remote Right-wing heredity which has escaped attention, 
for a comprehensive national scheme of superannuation in which industry 
and the State would participate, and which has the attractive slogan of half- 

pay on retirement, and the programme of the party to date is complete. 
Automation was the dominating theme in the Trades Union congress at 
Brighton from September 3-7. The Conference was preceded by an elaborate 
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report on the subject, and the general atmosphere of the discussion was 
provided by a mixture of anxiety at the prospect of men’s increasing supet- 


session by machines with the belief that automation is inevitable and that it | 


would be economically imprudent to oppose it. Otherwise the Conference 
was occupied with internal problems of trade-union discipline and with the 
usual condemnation of the Government’s economic policy, the bark of which 
is always judiciously calculated to be less effective than its bite; the Unions 
cannot publicly acquiesce in wage restraint but their responsible leaders stop 


short of unleashing all the forces at their command; as one of them put it, it | 


is no interest of the T.U.C. that the country should be bankrupt when 
Labour takes over. The Conference also endorsed the Labour Party’s attitude 
on Suez. Sir Thomas Williamson, who stands to the right of the centre, was 
elected as president. 

The proceedings of the Labour Party Conference at Blackpool were 
illumined or overshadowed according to taste by the election of Mr. Aneurin 


“ 


Bevan as Treasurer with a majority of more than a quarter of a million. , 


Other elections to the Executive confirmed a swing to the Left. 

It was a wonderfully dramatic occasion, signalized by enthusiasticapplause 
from the floor and shouts of “Cheer up” to Mr. Gaitskell on the platform. 
Mr. Bevan was on top of the world; he declared on different occasions during 
the festivity that he could not rule out the possibility of standing for the 
leadership or deputy leadership of the party; that his election would promote 


unity, that some people might not be so fond of Socialist measures as they | 


seemed to be, and that he did not regard this success as a personal triumph 
but as a triumph of principle. Mr. Bevan is an empirical Radical, that is to 
say, a man whose principles can always be identified but who appears to 
those who cannot penetrate beneath superficialities to change them con- 


tinually. His long-term objective is believed to be the abolition of the card | 


vote, the institution which gives disproportionate weight to the Trade Unions 
in elections and which has kept him out of power. The post of Treasurer is 
strategic, and its new occupant may decide to concentrate on reforming the 
party’s structure rather than meddling with its policy. When it is recalled 
that Mr. Gaitskell was preferred to Mr. Morrison in order that counsels of 
moderation should prevail and that Mr. Bevan should be better controlled, 
it seems surprising that the immediate effect of this strategic decision should 


be Mr. Bevan’s triumph and the end of a bipartisan foreign policy. Meantime, | 


it must be admitted that Mr. Gaitskell is showing himself to be possessed of 
an unsuspected capacity for exciting the sincere contempt of his opponents; 


to many, outside as well as inside the Labour Party, Mr. Bevan appears to be | 


more of a human being. 


The Conservative Party 
M* BUTLER and Mr. Macmillan did not give press conferences during 
the Conservative Party Conference at Llandudno from October 11 to 
13 on the subject of whether either or both of them proposed to contest the 
party leadership, but the Conservative Party is well known not to be demo- 
cratic in structure. In its quiet way, however, Llandudno was no less dramatic 
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than Blackpool. Indeed, it afforded the analyst of political trends far more to 
meditate on. 

The succession to the party leadership is never far from the mind of anyone 
connected with the Conservative Party except, it is legitimate to speculate, 
from the minds of those immediately concerned. Llandudno gave Mr. R. A. 
Butler a mandate no less conclusive for being less statistically measurable 
than that which Blackpool gave Mr. Bevan. Mr. Butler has been in retreat 
for a year; his departure from the Exchequer was widely regarded by the 
press as indicating a political downfall; he has now emerged again as the 
party’s “brains man” and as the principal author of its domestic policies. 
Mr. Butler speaks at a length which can only be redeemed by an outstanding 
reputation for sincerity and integrity; his wit, though it falls short of the 
demands of the more sophisticated connoisseurs, is exactly in tune with the 
tastes of the rank and file of the Conservative Party’s supporters. It was 
typified in his description of the Labour Party’s plan for the municipalization 
of houses as a plan for making the Englishman’s home into “Barbara’s 
castle”.* This combination of the popular touch, made all the more effective 
by the naive satisfaction which it evidently inspires in the Cambridge ex-don 
from whom it comes, with a degree of solid content unequalled by the more 
smoothly accomplished Mr. Macmillan, made Mr. Butler into the hero of 
the Conterence. Should the question of the succession to the leadership of 
the party arise tomorrow (the activities of providence excluded, it will not), 
Mr. Butler would succeed. 

This, however, was more than a personal triumph. Mr. Butler is the real 
architect of the principles of domestic policy, of the doctrine that full employ- 
ment and the essentials of the Welfare State are the framework within which 
fiscal policies must be conducted, and of the subtle implications of that 
doctrine. It is a point of view that has been powerfully assailed by journalists 
and political humourists and has earned much sincere but unreasoning dis- 
favour among the victims of taxation. Faced by these critics, the party has 
seemed muddle-headed and weak, not a party of strong or clever men; but 
in reality the criticism has been unconstructive and even irresponsible and 
much of it has been the product of a literary intelligentsia which required only 
a whiff of grapeshot to disperse it. At Llandudno that necessary operation 
was performed; the critics disappeared. 

The Government was helped by a variety of factors. It was helped by the 
atmosphere of the Suez controversy and the impression that the Prime 
Minister was being tough (the Suez debatet was an orgy). It was helped also 
by the Labour Party Conference and a ludicrous spectacle of the reconcilia- 
tion between Mr. Bevan and Mr. Gaitskell, which lent itself to an elaborate 
joke on the theme of Romeo and Juliet from Mr. Butler and to some delicate 
humour on the theme of political love play from Mr. Macmillan. But «what 
was really decisive was the suddenly virile aspect that the leaders of the 
Government assumed; instead of bowing before.the critics, instead of treating 


* Barbara Castle, M.P. (Mrs. Edward Castle) is a leading member of the Labour Party 
with a strong interest in housing. 
+ ice., the debate on the nationalization of the Canal Company. 
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domestic policy as a kind of conspiracy against the electorate, they started 
being rough with admirable results. The toughening process was apparent 
in party pronouncements and publications before the Conference began, and | 
the critics were in disarray before they mounted the rostrum. The Right-wing | 
critics of the Government’s policy have nothing to offer; they are the literary 
purveyors of a miscellany of mutually inconsistent grudges; they lack leaders 
of superior capacity and they have been principally represented by journalists 
with a desire to cut a figure. For the moment, they are out, and the exponents 
of the middle way are triumphant. Nevertheless, these Right-wing critics — 
expressed real discontent, the want of a vehicle for which might do the Con- 
servative Party much harm. In future, the critics must try hard to be sensible. 
Sir Anthony Eden was a hero over Suez; Mr. Butler gave the impression of 
having all the best intellects in the country planning Tory policy; Mr. 
Macmillan had good figures to report and was so evidently superior to all 
critics of every kind as to make argument unnecessary, although he provided 
plenty of it with mortal effect, and a very good time was had by all. Mr. 
MacLeod, on whom the future of the country really depends, resuscitated 
the idea of contracts of service in industry as a protection against the un- 
certainties of automation, and Mr. Sandys helped to make labour mobile by 
announcing a long overdue policy of getting rent restriction abolished by 


degrees and making it possible again to let houses. A debate on capital ' 


punishment was a great success, giving the floor the opportunity to shout 
down mealy-mouthed humanitarians, and stimulating the assembly at every 
mention of the gallows, the cat and the birch to ecstasies similar to those 
provoked by rock ’n roll among the adolescent frequenters of dance halls. 
By such means, this great democratic assembly was able to reconcile a 
vigorous independence with a high degree of loyalty to its leaders, a state of 
mind that is always conducive to the peace of the Tory soul. 
It seems likely that the political battle now being joined on recognizable , 
lines will develop in new directions as the result of the sudden eruption of 
foreign politics into the arena. What the effect will be defies prophecy. 


The New Session 


| pews: home politics must go on, and the Queen’s Speech at the 
opening of Parliament on November 6 included three items of legisla- | 
tive fare which should provide some distraction from the foreign scene: a 
Bill will be introduced to settle the hanging question; its terms, already 
published, show as expected that the Government will try to impose a com- 
promise by retaining hanging for repeated murders and introducing five | 


categories of murder of a kind held to be particularly dangerous to the com- ’ 


munity, for which the gallows will also be preserved. The compromise is 
not likely to satisfy enthusiasts or even scientific students of the subject, but 
it is politically inevitable and the Tories will put the Whips on. Mr. Sandys’s 
announcement about the gradual ending of rent control will also be given 
legislative shape this session and will provoke a controversy on strict party 
lines. Finally, the Government will introduce a Bill for the reform of the | 
House of Lords, a matter which has for so long been agitated. Almost cer- | 
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tainly, it will include a provision for the creation of life peers, but it is not 
expected to be accompanied by any plan for extending the Lords’ delaying 
power. Until the Bill is published, it is impossible to judge what the Labour 
Party’s reaction will be, but any party which supposes that the people have 
much interest either way in the fate of the Lords will be profoundly mis- 
guided. For the rest, the Queen will pay a number of State visits abroad, the 
task of bringing the nation’s defence arrangements up to date, which has now 
passed from Sir Walter Monckton to Brigadier Head, will be continued (a 
comforting reflexion) and plans for freer trade with Europe will be examined. 
This last topic is of momentous importance, but at present it involves no 
clear-cut party division. The prevailing feeling is, however, that what will 
happen to us in the next year may turn out to bear only a slight relation to what 
was contained in the Queen’s Speech. We seem to be moving into a new 
phase of diplomacy more perilous than any since the war and to be moving 
into it without the advantage of national unity. 
Great Britain, 
November 1956. 


NORTHERN IRELAND 


HE Government of Northern Ireland has again been in the throes of 

change. In September Mr. George B. Hanna, Q.C., who had been 
appointed Minister of Finance less than five months previously, resigned to 
become a County Court Judge, leaving vacant not only a key office but the 
foreseeable order of succession to Lord Brookeborough as Prime Minister. 
The Ministry has since been filled by the promotion of Captain the Hon. 
Terence O’Neill, who had been Minister of Home Affairs no longer than 
Mr. Hanna had been Finance Minister. Despite his comparative youth—he 
is 42—and his brief experience as a member of the Cabinet, Captain O’Neill 
is already being called the heir presumptive to the premiership to which he 
may well come in due season. The new Home Minister is Mr. W. W. B. 
Topping, Q.C., who has been rewarded for nine years’ service as Govern- 
ment Chief Whip and must also be regarded as a contender for the party 
leadership. 

Recalling that the changes in the Government were first set in motion by 
the transfer of Mr. W. B. Maginess, Q.C., from the Ministry of Finance to 
the office of Attorney General, the latest course of events has engendered 
feelings of unsettlement. Mr. Maginess was the most moderate and long- 
sighted exponent of the Unionist philosophy, and with his ability in ad- 
ministration and courage in taking hard decisions stood out as Lord Brooke- 
borough’s first lieutenant. Since his departure the Cabinet has been con- 
spicuously weakened, and while the advent of new blood is timely the lack 
of commanding personalities persists. In the long view this leaves too open 
for comfort the question of Ulster’s future leadership, a vital matter for so 
diverse a political unit, and more immediately it suggests an increased strain 
on the relationship between the Cabinet and its back-bench supporters. The 
claim is made that this has been eased by the setting up of a 1956 Committee 
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headed by Sir William McCleery, an ex-Minister and Grand Master of the 
Orange Order, but it is also interpreted as a form of resistance to the Govern- 
ment’s authority which is liable to exceed the normal exercise of judgment on 
legislative proposals. An example was seen in the Housing Act earlier in the 
year, when the Minister of Health and Local Government was compelled to 
water down her plans for more realistic rents to a point of ineffectiveness, 
From this reverse and its faulty handling of family allowances* the Govern- 
ment is still having tremors, an unwonted state for one that has been in 
power for so many years and should at present be enjoying the freedom of 
Parliament in mid-term. It begins to appear that Northern Ireland’s failure 
to recruit to the political field men and women of greater stature, capacity 
and breadth of view is at last coming home to roost. One is also conscious 
of a waning of enthusiasm for the very necessary reforms that have occupied 
so much parliamentary time since the war and have made so great a trans- 
formation in the social scene. By now many local authorities are bent on 
economies, and the industrial and agricultural outlook is not such that rate- 
payers encourage spending. The credit squeeze, though in part intended to 
leave Northern Ireland exempt, has inevitably been felt. The initial impres- 
sion left by all these changes is that Ulster stands in danger of reverting to 
type and to the slower-moving, unadventurous and defensive policies that 
characterized its pre-war régime. The disappointment is greatest to those 
who have looked to the Unionist Party to make material progress a basis 
for a happier measure of co-existence with the more reasonable of the 
Nationalist minority. Instead the tendency is away from liberalism to a 
renewal of the old unyielding and suspicious attitude towards those who, if 
the truth were known, have no urgent ambition to put an end to Partition. 
From this point of view the prospect contrasts somewhat sadly with the 
quiet political progress and physical achievements of the past ten years. Of 
statesmanship and tolerance, and the building up of a more united and co- 
operative community and culture, the mass of Unionists still have a good 
deal to learn. 

It must be conceded, however, that some of the present setback has been 
caused by external forces. During September there was again an alarm on 
the border by men of the Irish Liberation Movement, an illegal organization, 
camping within striking distance of Co. Fermanagh without intervention by 
the Eire authorities. The para-military activities of this body were fully 
documented by the Royal Ulster Constabulary and reported to the Home 
Secretary in London. Whether the Northern Irish Government’s protest was 
transmitted to the Government in Dublin is not known, in itself an aggrava- 
tion of public opinion in the north, which is not so ready to minimize the 
threat of raids such as those on the police barracks at Roslea.t 

A further disturbance of the fragile relations between north and south 
occurred in July with the passing by Dail Eireann of the Irish Nationality 
and Citizenship Act, which purports to make everyone born in Ireland an Irish 
citizen. To counter what Lord Brookeborough called “this unwarranted 


* See THE Rounp Taste, No. 184, Sept. 1956, p. 368. 
t+ See THE Rounp Taste, No. 182, March 1956, p. 165. 
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pretension” and “a provocative situation embodied by bad taste and com- 
plete lack of courtesy by the Parliament of the Republic of Ireland”, the 
Government took the unusual step of asking both Houses of Parliament to 
repudiate the measure. In the absence of the anti-partition parties, which 
abstained from the debate, they passed a resolution in the following terms: 


That this House, having taken notice of a measure by the Parliament of the 
Republic of Ireland there entitled the Irish Nationality and Citizenship Act, 1956, 
repudiates the gratuitous attempt therein to inflict unwanted Irish Republican 
Nationality upon the people of Northern Ireland; proclaims the indivisible 
allegiance of its people to the British Crown and rejects outright the unfounded 
claims of the Republican Parliament to legislate for Northern Ireland or the 
people of Northern Ireland. 


This action was rightly deemed more advisable than a demonstration by 
general election and was regarded chiefly as a necessary safeguard against the 
possibility of the Republic’s making capital of the assertion that all the people 
in Ireland had accepted a common citizenship. Such an essay was considered 
to be the more likely on the occasion of Eire’s admission to the United 
Nations in November. In the expectation that this event would be followed 
by efforts to introduce Partition at the General Assembly, the Government 
of Northern Ireland has also been in consultation with the Foreign Office. 
It would appear to have found a greater interest in the Eire delegation’s 
standpoint on colonial problems, like Cyprus, than in its natural desire for 
the reunification of Ireland. But the comment may be appended that, while 
the Irish question may provoke little attention in Britain and elsewhere, the 
attempt to make it a world issue is calculated to keep alive animosities that 
are never far below the surface in Northern Ireland and to further the harden- 
ing of the Unionist front discussed earlier in this article. 


Northern Ireland, 
October 1956. 











IRELAND 
PROBLEMS AND PORTENTS 


( RIEVOUS economic problems continue to beset us. The serious deficiency 
in our balance of payments, the flight from the land, the recent fall in 


our population,* the uncertain future of our transport system coupled with | 


the need of developing our tourist industry, and the crushing burden of 
taxation, both local and national, have forced us to face grim realities. We 
are beginning to realize that they can be overcome only by clear thinking and 


~- 


hard work : not by rhetorical exercises. For the moment at least our politicians , 


have had perforce to forget their pipe-dreams concerning the abolition of 
Partition and the revival of Irish language, and to face the unpleasant con- 


sequences of their stewardship. The two principal parties naturally seek to , 


blame each other for their failure, but the average elector, who elected them 
to office, is inclined to say “a plague o’ both your houses”. 


The General Position 
TATED quite simply the position is that we are living beyond our means 
and not working hard enough. Since we became an independent state in 
1922 we have been living at a rate not justified by the level of our production. 
This was possible because of the purely accidental reserves that we acquired 
during the two world wars. These reserves are now virtually exhausted and 
it is no longer possible to hide the results of our stupid economic policy, 
based on isolationism and prejudice. Our political soothsayers have for so 
long assured us that all was well that they now find it both difficult and 


- 


unpleasant to admit the truth. An expert, and impartial, diagnosis of the | 


situation has recently been made by the Central Bank of Ireland in their 
Statutory Report for the year ending March 31, 1956. This points out that 
the key to the situation in which we find ourselves is to be found in the 
expenditure side ot the national balance sheet, where the main development 
in the last financial year has been the marked rise in current consumption. 
In the same period national production failed to rise to any appreciable 
degree, and the bulk of the increase in the resources used at home—mainly 
for current consumption—came from abroad by way of an increased excess 
of imports. Agricultural production, which is the mainstay of our exports, 
failed in 1955 to maintain even the moderate rate of improvement recorded 
in each of the four previous years. One of the most marked features of the 


economy in 1955 was the sharp increase in imports, both absolutely and in ' 


relation to national production. While the indications are that national out- 
put, in real terms, changed only marginally, imports increased in volume by 
10 per cent, surpassing the record volume total for 1951. During 1954, on 
the other hand, the real national product rose and the volume of imports 
declined by about 2 per cent. The strain on imports imposed by the rapid 
increase in expenditure was accentuated by the concurrent fall in export 
earnings from {115 million in 1954 to £110 million in 1955, although export 
* See THE Rounp TABLE, No, 184, Sept. 1956, pp. 371 éf seq. 
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prices were 2-9 per cent higher in the latter year. Taking imports and exports 
together, the total at current prices has been rising steadily and in 1955 was 
the highest on record. As the Report points out, this, viewed in retrospect, 
indicates the increasing dependence of our economy on foreign trade and, 
inasmuch as the rise in the total owed more to imports than to exports— 
which in fact declined in 1955— it is also a feature of the lack of balance 
which has characterized our economy since 1947. In the aggregate, between 
1954 and 1955 the excess of imports increased from £64-5 million to £94:1 
million—an increase of 46 per cent—and the proportion in which export 
earnings cover expenditure fell from 64 to 54 per cent. Almost the whole of 
the sixfold increase in the external payments deficit, from {5-5 million in 
1954 to £355 million in 1955, was due to deterioration in the merchandise 
trade account. The cumulative total of our external payments deficit since 
1947 now amounts to about £200 million. The reduction in exports here 
stands in particular contrast to developments in other countries generally, 
where exports rose and where the worsening in external trade—by com- 
parison with ours of relatively moderate dimensions—was due to a greater 
rise in imports. 

It is sometimes assumed that the difficulties we are experiencing will 
be corrected simply by the passage of time and that the economy is funda- 
mentally healthy. The Report warns us that “there is unfortunately little 
ground for this optimistic view” because recent transient .developments 
are of no major significance to the position and the upward trend in current 
consumption can hardly be expected to reverse itself “so long as the 
cherished panaceas for solving our social problems by increasing money 
supplies and money incomes hold sway and we ignore, or refuse to face, 
the real issues”. The annual average external payments deficit over the 
years 1950-54 was £23 million, which was made good by drawing on our 
external resources. It is evident, as the Report points out, that this continued 
drawing on our external reserves cannot last much longer. Moreover, the 
special import duties imposed this year* offer no lasting solution since the 
proceeds are marked for State, albeit capital, expenditure, and so far seem 
insufficient to achieve even their immediate purpose. We have now, how- 
ever, been living so long on our past savings, or external assets, that the 
unfortunate illusion has been created that the process can be continued 
indefinitely with impunity. It ought now to be clear that our social demands 
must be regulated by our available resources. The commercial banks are 
often accused of being responsible for the lack of money because they keep 
their resources in unproductive external investments. In fact the Report 
shows that, during the last ten years, there has been an almost threefold rise 
in banking assets within the State, while domestic credit has been increased 
by over 200 per cent. It is also conveniently forgotten that external assets, 
far from being unproductive, by their earnings are in fact the best guarantee 
of our political and financial independence. .Indeed, these depend funda- 
mentally, as the Report proves, on our continued ability to finance the large 
and growing volume of external trade. One must, therefore, endorse the 

* See THE Rounp Tasxe, No. 184, Sept. 1956, p. 374. 
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Report’s conclusion that “the pursuit of social objectives and greater em- has 
ployment by means of unrestrained domestic credit, to the disregard of of 
monetary stability and of external solvency, would be little short of economic of 
suicide”. A sustained increase in our income and employment must depend, , on 
not upon the increased availability of domestic credit, but upon our capacity do 
to increase our export earnings sufficiently to pay for necessary imports. Our far 
present economic plight is not due to scarcity of credit but to the widening the 
gap between domestic demand, sustained by excessive credit, and home- de 
produced supply. Therefore what our economy needs, and what is being fir 
brought about willy-nilly by the facts of the situation, is a restriction of total , wi 
demand by less abundant credit. As the Report emphasizes, a continuance of th 


recent unfavourable movements of trade would come close to transforming 


ins 
us from a creditor to a debtor nation, with economic consequences that are ou 
at present only faintly realized. Mr. Sweetman, the Minister for Finance, who 
fortunately seems to have no illusions about the situation, has just announced ' 
that our spending is still very much in excess of what we are earning by our | _y7 
exports and services, and that he will take any and every measure necessary \ 
to protect our reserves. fo 
ye 


The Agricultural Economy 


NOTHER searchlight has been thrown on our economy by the interim | 4p 
Report of the National Farm Survey which is being made by the Central | 


in 
Statistics Office. This Report is nearly as alarming as the recent population ec 
census. It is based on returns from 1,824 farms of selected types (varying in is 
size from 5 to over 200 acres) taken from three regions, east and midland, W 
north, west and south. The results, in the words of one commentator, sc 
show “an almost incredible degree of destitution, under-development and ay 


dereliction”. It would appear that the great majority of our farmers are living 
at a bare subsistence level and making no profits at all. The family income 
per man unit (including capital and home-produced food) is only £3. 9s. per ’ 
week on the 5- to 15-acre farms. In the poorer north and west it is only ] 
£2. 175. a week. On the 30- to 50-acre farms income is £5. 4s. a week (£3. 195. 
in the north and west). An allowance of even 5 per cent on capital would 
reduce this income by over £3 per acre per farm. In short, 75 per cent of our 
farmers whose holdings are under 50 acres earn less—some much less—than 
farm labourers, and this result is based on fertile farms. The figures show that | 
in the mid-income-group farms it is necessary to have at least 50 acres of land 
before family workers can earn even agricultural labourers’ wages. On the 
farm of over 200 acres the Report shows that the average income for the | 
family worker is less than {500 a year, and, if interest on capital is deducted, 
this income is substantially reduced. It therefore seems clear that only farms 
of over 100 acres can be considered as viable economic units. Even the profits 
of these are not sufficient when family and hired labour are allowed for. But 
out of a total of 379,000 holdings there are only 22,000 such farms, of which 
nearly half are in the south. The conclusions in this Report justify the dis- 
content of the farmers and explain the flight from the land. The Statistics 
Office must be congratulated on the speed and clarity with which this Report 
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has been prepared and presented, but it is symptomatic of the official neglect 
of agriculture that such a return is made available only after thirty-five years 
of self-government. The value of this Report is primarily educational, but 
only the first step. The results obtained must be analysed and broken 
down so that the reasons for failure or success in different areas and types of 
farms can be ascertained. The farmers’ position has not been improved by 
the recent imposition of special import duties on farm machinery. These are 
designed to protect the long-established, but small and handicapped, local 
firms who make a limited range of farm machinery but who cannot compete 
with the vast specialist industries of a similar kind abroad. At the request of 
the Farmers’ Association a special committee has been set up to solve the 
insoluble problem of how the farmer is to pay more for his machinery with- 
out increasing his working costs. 


Another National Loan 


HEN the Dail reassembled on October 24 Mr. Sweetman, the 

Minister for Finance, announced the issue of another National Loan 
for {12 million at 54 per cent at 98 for {100 of stock, to be repaid in ten 
years. He also announced, following Mr. Macmillan, that the Loan would be 
supplemented by the issue of Prize Bonds, encashable in full at short notice, 
the owners of which would participate in drawings for cash prizes free of 
income tax and surtax. The new loan will be accepted at the issue price as an 
equivalent for cash subscriptions to these Prize Bonds or any further public 
issue by the Government during the next five years. The loan was under- 
written by the Government and the banks, and only {£9 million was sub- 
scribed by the public. It would seem that the “credit squeeze” is also being 
applied to the Government and none too soon. 


Political Repercussions 


ee is inevitable that these various revelations concerning our economic 
position, coupled with the unemployment resulting from the “credit 
squeeze”, and the formidable new import duties, should have political reper- 
cussions. The recently established national Trade Union Council decided to 
call special conferences in the Republic and Northern Ireland in order to 
review the economic situation and to consider proposals for action; Mr. 
James Larkin, T.D., a prominent Labour deput:,, demanded that the Labour 
Party (which is part of the inter-party alliance supporting the Government) 
should join with the unions in forcing the Government to adopt “a policy 
of progress as against one of retrogression and decline”; while Mr. Sean 
Mac Bride, T.D., not to be outdone, demanded on behalf of his Lilliputian 
Republican Party that the Government should formulate a ten years plan 
for economic development. 

These portents made it clear that unless the Government took some 
constructive step without delay it could not long count on the support of 
its more radical elements. There was, therefore, no surprise when Mr. 
Costello, the Prime Minister, convened a special meeting of all inter-party 
deputies and senators for October 5 in order to outline the Government’s 
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plans to increase agricultural and industrial production. The Government’s 
decisions were, he said, directed to favour investment in agriculture over 
all other forms of investment, to encourage exports and private invest- 
ment here and to achieve results by co-operation rather than by com- 
pulsion. He then detailed their proposals, which include the establishment 
of an Agricultural Production Council; immediate legislation to set up 
the long-projected Agricultural Institute; encouragement by tax remission 


- 


of exports and coal production; the establishment of an Industrial Advisory © 


Council; maximum grants of £50,000 towards the erection of new factories, 


improved credit facilities for farmers and the immediate establishment of a , 


Capital Investment Committee to advise on public investment. He declared 


that, in spite of our present difficulties, our productive capacity was very | 


much greater than before the war, and that the national income had risen by 
25 per cent since 1938. The balance-of-payments problem was, he optimistic- 
ally suggested, a short-term one which was in process of solution. The work 
already done on land reclamation, new farm buildings, the development of 
mineral resources, hospitals, schools, transport improvement, rural water 
supply and electricity, would, he predicted, increase our productive capacity 
in the future. 

If the Government’s proposals, which were unanimously approved by 
the inter-party meeting, are put into effect promptly they ought to prove 
beneficial; but they are neither novel nor far-reaching. We have already a 
plethora of boards of all kinds without much result. It is clear that unless 
bovine tuberculosis is promptly eradicated the British cattle market—our 
major export field—will be closed to us in a few years, with disastrous 
results. So far only the fringe of this problem has been touched. No word 
was said by Mr. Costello about the reform of our defective educational 
system, which goes to the root of the matter and is one of the primary causes 
of our agricultural weakness. The Danish farmer has beaten us because he is 
an educated man. Mr. de Valera, the leader of the Opposition, commenting 
on the Government’s proposals, said that the country was faced with serious, 
urgent, problems and the Government’s solution apparently was “Live 
horse, and you'll get grass”. The truth, of course, is that the mismanagement 
of our affairs for the last thirty-five years, in which Mr. de Valera has himself 
played a notable but inglorious part, cannot be remedied overnight. Mr. 
C. O. Stanley, one of our leading industrialists, has recently disclosed that so 
long ago as 1932 he urged Mr. de Valera, who had sought his advice, to 
concentrate on the development of our agriculture and industries ancillary 
thereto, but that his advice was ignored. No plan or policy can, however, 
avail unless we are all prepared to work harder, spend less, and save more. 
There is no short or pleasant road to economic recovery. 

Ireland, 
November 1956. 
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NEW ZEALAND 


THE CANAL CRISIS 


HE Prime Minister, Mr. Holland, was in Los Angeles when he heard of 

the Suez Canal nationalization measures. In opening an External Affairs 
debate on August 7, he explained that he had then received a great deal of 
information from the British authorities. After referring to cable com- 
munications with Wellington, he went on to say: 


I was able to tell Sir Anthony and Mr. Selwyn Lloyd that Britain could count 
on New Zealand standing by her through thick and thin. I am sure the House 
will applaud that announcement, as I am sure that we will not allow these people 
to get away with this. It was a very great man who coined the sentence “Where 
Britain stands, we stand.” I have said many times that we on this side of the 
House adopt that. I believe that that is the mood of the people of New Zealand. 
Where Britain stands, we stand; where she goes, we go, in good times and bad. 


Mr. Holland did not elaborate the Government’s decision that New Zealand 
and its people should “stand as partners with the United Kingdom in this 
problem”, otherwise than to say that the decision meant what it said. Nor 
has he given any further indication of the extent to which New Zealand 
might be committed to supply material support to any forcible action the 
United Kingdom might decide to take. The public has been left to draw such 
conclusions as it could from the statement made by the Minister of External 
Affairs on September 26, that the Government had decided to extend the 
stay in the Mediterranean of the New Zealand cruiser Royalist. The Minister 
explained that, although the presence of the cruiser in the Mediterranean was 
not initially concerned with the Suez crisis, the Government had taken 
account of the advice of the Admiralty that co-ordination of her movements 
with those of the British Mediterranean Fleet “would be of great assistance 
at the present time”. As a result of the decision projected visits by the 
Royalist to Pakistan, India and Ceylon had been deferred. 

There can be little doubt that Mr. Holland’s reiteration of the striking 
phrase used by the Labour Prime Minister, the late Mr. Savage, at the time 
of the outbreak of the Second World War gave expression to widely felt 
sympathy and support for the British position over the Suez Canal. However, 
reflection—encouraged by the impression that the United Kingdom and 
France were contemplating the use of force to arrive at a settlement—led 
many to realize that the Government was not relieved of the responsibility 
of working out and enunciating a New Zealand policy towards the crisis. 
One newspaper expressed this view in these outspoken terms: 


It is one thing to say that our sympathies are with Britain and that we regard 
our interest in this matter as practically identical with hers; it is quite another 
thing to suggest that whatever the British Government thinks, or may think, 
should be done, will have New Zealand’s assent. If that were New Zealand’s 
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“policy” we should spare ourselves the expense of maintaining an External 
Affairs Department and ambassadors abroad; all we should need would be some- 
one to decode messages from the Foreign Office.* 


Those who felt in this way could be more enthusiastic over reports that 
the Minister of External Affairs, Mr. Macdonald, had made an effective con- 
tribution to the work of the first London Conference. It was satisfying that 
he should have made the proposal that the Australian Prime Minister, Mr. 
Menzies, should lead a delegation which would go to Cairo to represent the 
views of the Conference to Colonel Nasser; and that on his return to New 


Zealand he should have given a balanced and sober account of the progress | 


the Conference had made. 

There has, however, been no suggestion that a specifically New Zealand 
policy has been emerging. The Leader of the Opposition, Mr. Nash, insisted 
that the wisest step would be to refer the whole dispute to the United Nations, 
and he reminded his public that force, unless to protect lives, should not be 
used by any member of the United Nations, except in accordance with the 
Charter of the United Nations. Although Mr. Macdonald has recently drawn 
attention to “the seriousness with which New Zealand approaches the 
obligations it has assumed under the Charter’, there is no reason to believe 
that the Government expressed any views in favour of resort to the United 
Nations. Indeed, it appeared from the Prime Minister’s statement in winding- 
up the External Affairs debate that he had no confidence in the ability of the 
United Nations to take effective action. Since then the Prime Minister’s 
announcements on the point have echoed British decisions. He supported 
Sir Anthony Eden’s announcement of the United Kingdom intention ‘“‘if 
circumstances allowed, that is except in an emergency”, to refer any act of 
hostility or interference by Egypt to the United Nations. “I feel the qualifica- 
tion expressed by Sir Anthony is an essential one”, the Prime Minister ex- 
plained, “especially in view of the likely need in any emergency to take action 
in defence of British lives and property in Egypt.” Later, when the decision 
was taken to request a discussion in the Security Council, Mr. Holland com- 
mented that the United Kingdom Government’s action was a necessary and 
logical step in continuance of its efforts to achieve a peaceful and constructive 
solution. 

There have, naturally enough, been attempts to answer the question: 
What does the Canal mean to New Zealand? Its direct economic importance 
is relatively small. In the 12-month period ending September 30, 1956, there 
were about sixteen direct sailings from New Zealand ports through the 
Canal. The cargo involved represents approximately 10 per cent of our 
export tonnage. New Zealand’s oil and petroleum supplies are drawn mainly 
from the Persian Gulf and South East Asian area, but diversion of tankers 
could mean some interruption of oil supplies and increased freight charges. 

The indirect effects of closure of the canal or a rise in canal dues could be 
very much more serious. The disruption of the United Kingdom economy 
which would be the likely result would have an immediate impact on our 


*The Auckland Star, Aug. 8, 1956. 
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own well-being. In particular, there would be interference with the estab- 
lished market for our primary produce and reduced availability of imports 
for consumer and industrial purposes. 


Defence 


T was in the debate on foreign affairs and defence which followed the 

meeting of Prime Ministers in 1955 that Mr. Holland made the important 
announcement that the New Zealand defence commitment had been switched 
from the traditional area of the Middle East to South East Asia.* There is, 
therefore, a certain piquancy in the fact that, on his way home from further 
discussions in London, during which he formed views as to the way in which 
the South East Asian commitment should now be honoured, he was faced 
with decisions as to New Zealand’s attitude to a Middle East problem. The 
injection of this new factor may have been responsible for the vagueness of 
what he had to say about defence policy in his statement to Parliament. 

It did, however, emerge that the Prime Minister believes that the prospect 
of New Zealand’s becoming involved in a world war has receded and that 
the communists will seek to achieve their aims by providing economic help 
in under-developed countries. He accepts the possibility that there may still 
be “smallish” wars, involving the use of orthodox weapons. Since our 
defence planning has been based on a possible New Zealand contribution to 
a global war, Mr. Holland has concluded that there should now be “a com- 
plete reorganization” of New Zealand’s defence forces, so that they will be 
fitted to play an appropriate rdle in the new strategic situation. The Minister 
of Defence, Mr. Macdonald, and his advisers are therefore studying the 
problem, and it is understood that a White Paper on Defence will be issued 
before the end of the year. 

The Prime Minister gave some indication of what he had in mind. He 
emphasized the importance of naval defence to our island country, particu- 
larly on the assumption that we should not be fighting a war on our own 
shores, and the consequent desirability of equipping the Navy with more 
modern frigates. His reference to the Air Force was less explicit, but there 
was appreciation of the need for more modern types of aircraft. So far as the 
Army is concerned, the Government is evidently in doubt whether the 
division to which it has been committed is still necessary. In present circum- 
stances, it may be more valuable to have a much smaller force in a higher 
state of readiness. So far as the immediate usefulness of such a force is con- 
cerned, the Prime Minister told the House that the United Kingdom Govern- 
ment had asked him to re-examine New Zealand’s army contribution to the 
stragetic reserve in Malaya, with a view to a substantial advance. He agreed 
that this should be done “although we may not be able to go quite as far as 
the United Kingdom Government would like us to go”. A suggestion as to 
what might have been agreed upon came from an unusual quarter. According 
to the Chief Minister of Malaya, Tengku Abdul Rahman, any increase in the 
size of the New Zealand contingent would be counter-balanced by a corre- 


*TueE Rounp TABLE, June 1955. 
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sponding reduction in the number of British troops. If this were the intention, 
the pattern of responsibility would appear to be that New Zealand—and 
presumably Australia—would assume a greater share of the defence of Malaya 
and that United Kingdom forces would be released for service elsewhere. 
This would seem to be a reasonable way of meeting the Government’s over- 
riding policy—the provision of defence forces adequate for New Zealand’s 
own defence and the discharge of her share of Commonwealth defence 
responsibilities. 

Mr. Macdonald and his advisers will have some difficult questions to 
answer. Thus, if it is indeed decided that New Zealand should replace her 
obligation to provide a division by one to hold in readiness a smaller, but 
more mobile, striking force, the present system of compulsory military train- 
ing may have to be reviewed. 

In the meantime, legislation has been passed under which the annual intake 
of compulsory military recruits will be reduced without resorting to selective 
military training. The reduction will be achieved by increasing the age for 
registration by three months each year. At present the age is 18 years. In 
January 1957 it will become 18 years 3 months and in 1964 it will have become 
zo years. This measure will lead to a reduction in the numbers eligible for 
registration. It will also mean that eventually the age of recruits will be more 
realistic, having regard to the accepted minimum age of 21 at which New 
Zealand conscript servicemen can be sent overseas. 


South-East Asia 


HERE is increasing evidence of New Zealand’s involvement in the 
Pacific area. When in July 1955 Mr. Foss Shanahan was appointed Com- 
missioner for South East Asia in Singapore* he also became New Zealand 
member of the S.E.A.T.O. Council Representatives. The establishment of a 
stronger central S.E.A.T.O. organization in Bangkok led the Government, 
in March 1956, to announce the opening of a New Zealand office there. Mr. 
Shanahan, while retaining his existing appointments, was accredited formally 
as Ambassador to the Thai Government; and Mr. R. L. G. Challis, then the 
Chargé d’Affaires in Tokyo, was appointed Chargé d’ Affaires in Bangkok. 
In July, the Government of Thailand appointed their Ambassador to Aus- 
tralia as Ambassador to New Zealand—another case of dual accreditation. 
This extension of diplomatic activity in an area in which New Zealand is 
vitally interested is, of course, welcome. It is to be regretted, however, that 
the strain on New Zealand’s exiguous diplomatic resources imposed by 
S.E.A.T.O. and its ancillary activities may have postponed a decision to 
establish diplomatic relations with the Commonwealth countries in South 
Asia—India, Pakistan and Ceylon. With the appointment of the Ceylonese 
High Commissioner to Australia as High Commissioner to New Zealand, 
all three countries are now represented in New Zealand. The fact that each 
of the representatives involved is accredited to both Canberra and Welling- 
ton, and is normally stationed in Canberra, may be the result of our own 


*See THE Rounp TaBLe, No. 180, Sept. 1955, p. 413. 
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reluctance to establish reciprocal relations. Nevertheless, the Indian Govern- 
ment does maintain a permanent office in Wellington. 

There has been plenty of evidence that the Government realizes that the 
basic need of the South and South-East Asia area is economic and technical 
aid. Ministers have drawn attention to the fact that S.E.A.T.O. provides for 
activity not only in the fields of military co-operation and counter-subversion, 
but also in that of economic assistance. In answer to newspaper criticism of 
§.E.A.T.O. and our membership of it, the Minister of External Affairs 
claimed that the Security organization had made a contribution to what he 
called “comparatively stable conditions in South-East Asia”. He described 
S.E.A.T.O. as a protective shield under which countries in the area would 
be able to advance their economic development. 

The major part of New Zealand’s contribution in this field has been 
channelled through the Colombo Plan; and it is to the Government’s credit 
that New Zealand support of the Plan has been both generous and active. 
From the outset, particular attention has been paid to the technical assistance 
aspect. Up to August 7 we had sent 57 experts to Asian countries and had 
received 313 Asians for courses of instruction in New Zealand, mainly in the 
fields of technical education, agriculture and health. Some idea of what the 
Technical Assistance Unit of the Department of External Affairs is trying to 
achieve is illustrated by three projects for Indonesia. A university agricul- 
tural expert is now in Indonesia making arrangements for the establishment 
of a Faculty of Agriculture in Southern Sumatra; the proposal being that 
the faculty will be staffed by a professor and three or four lecturers from New 
Zealand. These will work alongside Indonesian staff, in the hope that the 
latter will eventually be able to take over the faculty. New Zealand has also 
accepted some responsibility for the provision of equipment. A second 
project will be the sending to Indonesia of twelve English language teachers 
and a leader to provide in-service training for Indonesian teachers in English. 
The importance of this work is emphasized by the fact that English is the 
second official language and the medium of instruction in virtually all higher 
education in Indonesia. The New Zealand authorities have felt that the need 
justifies the sacrifice involved in releasing twelve trained teachers at a time 
when the shortage of teachers in New Zealand schools is acute. Under the 
third project, thirty Indonesians will arrive in New Zealand before the end 
of the year for university and library training. 

During the first five years, New Zealand provided £1 million a year for 
Colombo Plan capital assistance, and a further {1,110,000 has been made 
available for 1956-57 to cover both capital and technical assistance. Major 
contributions have been made to capital development projects in India, 
Ceylon, Pakistan, Indonesia, Cambodia and Nepal. 

Preparations are now being made for the eighth meeting of the Colombo 
Plan Consultative Committee which is to be held in Wellington in December. 
The meeting will be preceded by official talks and will constitute the most 
important international conference ever to be held in New Zealand. It will 
bring to this country leading statesmen of the Commonwealth, South East 
Asia and the United States. It is both significant and gratifying that these 
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visitors should be engaging in discussions in a field of activity in which 
New Zealand can claim to be taking a conspicuous part. 


Japan 
HE Prime Minister spent a week in Japan while he was on his way to 
the meeting of Commonwealth Prime Ministers. On his return to New 
Zealand he expressed to the Press and to the House of Representatives the 
hope that there would be a better understanding and closer friendship 


between New Zealand and Japan. Recognizing that there was a legacy of | 


dislike and fear to be overcome, he called for a broad and generous view. 
We could not live in a world of hatred. If we did not give our friendship to 
Japan, others would, and that would be to our very great disadvantage. 
Mr. Holland indicated that New Zealand would continue active support for 
Japanese admission to the United Nations and would welcome any steps to 
enable Japan to trade more freely with Commonwealth countries. New 
Zealand policy would, therefore, be to increase her own trade with Japan. 
The Prime Minister also said that his personal view was that it would be to 
the general interest to encourage trade between China and Japan. 

Although New Zealand supported Japan’s admission to G.A.T.T., the 
Government has not agreed to apply the provisions of the Agreement 
between Japan and New Zealand. In other words, New Zealand has not 
accepted any obligation to give most-favoured-nation treatment to Japan 
or to refrain from imposing import licensing for other reasons than the 
balance of payments. This means that Japan is still one of the countries in 
respect of which New Zealand importers require licences if they wish to 
import goods not included in a list of world exemption items. 

In 1955 New Zealand exports to Japan amounted to £2 million, the major 
components being wool, dairy produce, hides, pelts and skins, scrap iron 
and tallow. In the same period we imported £2} million worth of goods, 
largely made up of metals and wires (£843,000), textiles, fabrics and piece 
goods (£614,000), cement (£254,000) and timber (£280,000). Many of the 
New Zealand imports from Japan—e.g. raw materials such as timber and 
steel, and a limited number of consumer and finished goods such as tinned 
salmon and surgeons’ appliances—are “world exemption” items and can, 
therefore, be imported as freely from Japan as from any other country. As 
regards items for which import licences are required, licences on Japan ate, 
in general, issued for any goods the importation of which will not affect the 
production or sale of New-Zealand-manufactured items. Licences have been 
issued for over 120 different classes of goods, including fishing tackle, fancy 
goods, clocks, musical instruments, cameras, stationery, hardware, field 
glasses, cigarette lighters and plywood. 

The need to protect our own manufacturing industries is an obstacle to 
any substantial increase of trade in finished goods with Japan. Mr. Holland 
claims to have talked successfully to the Japanese about this difficulty, and 
he told the House of Representatives: 

Tam sure we can export increasing quantities of wool to Japan, and who would 
be against that ? Obviously, the Japanese have to pay for it, and so long as they 
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pay by exports to this country of things we need, but cannot provide from our 
own resources, I think that would be very sound business. 


A second obstacle to increased trade is our concern about the possible effect 
of imports from Japan on British industry. This concern can be grounded 
not only on sentiment, but also on an appreciation of our ultimate depen- 
dence on the United Kingdom market for the sale of our own primary 
products. It is often said that we should diversify our markets, but habit, 
convenience and the demand for stability are likely to ensure that our trade 
continues, in large part, to follow a traditional pattern. 

It is true, too, that there is still in New Zealand the deep-rooted feeling of 
fear and hostility towards the Japanese to which the Prime Minister referred. 
This was reflected in some of the speeches made by members of the Opposi- 
tion during the course of the External Affairs debate. However, the Prime 
Minister’s visit to Japan and his subsequent statements must have contributed 
to better understanding. It is also clear that Mr. Holland’s common sense, 
friendly display of interest and down-to-earth, hail-fellow-well-met attitude 
made a great appeal to the Japanese and helped to make the visit an out- 
standing success. 

Soon after the Prime Minister’s departure from Japan, the first New 
Zealand Minister in Tokyo, Mr. J. S. Reid, took over the New Zealand 
Legation from the former Chargé d’ Affaires, Mr. R. L. G. Challis. Shortly 
afterwards it was announced that the level of Japanese representation in 
Wellington would also be raised and the first Japanese Minister, Mr. H. 
Shimazu, arrived in September. 


The Budget 


HE Budget for the financial year ending March 31, 1957, was presented 
to Parliament on August 9. 

A few changes in taxation, designed as a counter to present inflationary 
trends, were introduced. These included a modest increase in income tax on 
individual incomes, the discontinuance of special depreciation taxation 
allowances on plant and machinery, and the introduction of measures which, 
it is hoped, will encourage the flow of savings into Government Loan issues 
and into the Post Office Savings Bank. 

The estimate of Government receipts and payments, including capital 
items, for the year show a net surplus of receipts of £5 million. 


New Zealand, 
November 1956. 
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TRADE PROBLEMS 


HE recently published annual report of the central bank regards the need 

to strengthen the Australian balance of payments as the dominant prob- 
lem in the economy. In two years to the end of June 1956 Australia’s oversea 
reserves fell from £571 million to £355 million, and were saved from more 
rapid depletion only by substantial net capital inflow. Whatever the basic 
causes of the deterioration in the balance of payments, it has come about 
through the heavy demand for imports over a period when export income 
was comparatively steady. 

Accordingly, along with domestic policies designed to curb inflationary 
pressure within Australia, the Commonwealth Government has been forced 
into an increasingly stringent system of import licensing during the past 
twelve months. Restriction is regarded officially as a mere expedient; in the 
meantime the Government has entered into an active reconsideration of its 
trade policies with a view to the most satisfactory solution of a balance-of- 
payments deficit, namely a permanent expansion of exports. 

When the Prime Minister, Mr. Menzies, spoke of the seriousness of the 
economic situation a year ago, it was realized that the flow of imports could 
not be allowed to continue when wool prices appeared to be falling and ex- 
port receipts diminishing. At that stage, import licensing procedures were 
tightened and restrictions increased. Further restrictions were imposed on 
July 1 this year when it was obvious that previous cuts were either ineffective 
or too slow to operate. From imports totalling over £800 million a year in 
1954-55 and 1955-56, it was intended to reduce the annual rate to £650 mil- 
lion, but even so, their volume has not yet been substantially abated. Indeed, 
it seems impracticable to reduce the volume of imports to that level without 
prejudicing the Government’s basic policies of full employment and econo- 
mic development, since Australian industry today is heavily dependent on 
imported materials and capital equipment. According to Mr. McEwen, the 
Minister for Trade, something like four-fifths of imports belongs to those 
groups. 

Accordingly, since import cuts are unpopular and progress towards 
“import-replacing” industries is insufficiently rapid, greater attention is being 
paid to exports. Of the main primary products exported from Australia, wool 
is both the mainstay and the commodity most subject to price fluctuations. 
In the past two years the fall in wool prices accentuated the balance-of- 
payments difficulties, but the recent recovery, combined with rising wool 
production, has eased the immediate prospect. Of the other export com- 
modities, the best assistance for the future is expected to be in minerals, 
where considerable hope is held out for exports of uranium, the rutile- 
zircon-titanium compounds and copper, and considerable impetus is being 
given to current geological surveys. Yet in addition, the Government is 
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aware that the rapidly growing manufacturing industries must also con- 
tribute more substantially than in the past to export income. 

Already iron and steel products form a useful component of export trade, 
and small shipments of motor vehicles have been made in addition to heavier 
transport equipment and agricultural machinery. But the fundamental prob- 
lems of high costs have yet to be overcome if Australian industry is to become 
fully competitive at the existing exchange rate. In addition, the Minister for 
Trade has initiated trade talks with the United Kingdom with the far-reaching 
intention of revising the Ottawa preferential system, which is widely believed 
to have operated for years more favourably to the United Kingdom than to 
Australia. The first round of the discussions between Australia and the 
United Kingdom has resulted in nothing more concrete than worthy expres- 
sions of intent, but they are to continue, for irrespective of Australia’s grow- 
ing maturity and need to trade with the rest of the world on a wider basis, it 
is well acknowledged that Australia and the United Kingdom are mutually 
dependent in trade matters and that each is the other’s best customer. 


The Commonwealth Budget 


IR ARTHUR FADDEN’s Commonwealth Budget for 1956-57 is a 

cautious instrument, which has caused some grumbling but no surprises. 
The lines it would follow were plainly indicated last March, when the 
Treasurer introduced supplementary taxation measures. The Government at 
that time was alarmed over the continued deterioration of the balance of 
payments, and the heavy influx of imports, and felt that a financial damper 
needed to be applied to the internal economy, as well as tighter import 
licensing. 

The indirect and company taxes imposed in March were designed to return 
£115 million of extra revenue, and no further changes in taxation rates were 
made in the Budget proper, brought down at the end of August. Higher 
scales of charges were decreed for some postal services, and for radio licences, 
while the Treasurer took a first step into new territory by taxes on television 
on the eve of the establishment of the first regular Australian T.V. Some 
slight concessions in income-tax were allowed for the benefit of widows, 
parents with heavy school bills and life insurance. The last makes a small 
contribution towards the need for the encouragement of greater personal 
savings, which has not been given widespread or systematic encouragement 
in the Government’s programme. Over recent years, personal consumption 
has shown a tendency to rise at least as fast as the national income. Quite 
recently some of the more sensitive indicators, such as the demand for beer 
and for racing, have suggested the emergence of a more careful attitude 
among the public. 

The Government remains open to the criticism that while it urges restraint 
upon others it does not observe its own precepts. Commonwealth expendi- 
ture (which includes substantial grants to the States for a variety of purposes) 
is again to be higher at £1,121 million (an increase of £52 million). This 
includes an appropriation from revenue of £110 million for Commonwealth 
capital works—{8 million more than was spent for the purpose in 1955-56. 
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The estimated surplus of {109 million will be used to make good the 
deficiencies of the loan market in financing the works programmes of the 
States, set at the same level as last year. 

The Budget has brought renewed complaints from the commercial world, 
that the Government is squeezing the private sector of the economy as a 
counter-inflationary measure, but is taking advantage of the elbow-room so 
created in order to extend its own activities. Some of these activities are 
undeniably fruitful and necessary; but there are others—such as the current 
defence programme—in which it is difficult to believe that the taxpayer is 
receiving adequate value for his money. The Leader of the Opposition has 
taken his stand on the “absence of any Australia-wide plan to attack the 
problem of inflation at the root”. There may be substance in his comment. 
The Tariff Board, whose views are received with respect because they are 
based on intimate knowledge of industrial costs, remarked in its annual 
report that “measures designed to be anti-inflationary taken by the Govern- 
ment have still to produce results”. But Dr. Evatt’s party has not indicated 
that it possesses the desired plan itself. 


The Creed of the Labour Party 


HE need for new ideas in the Australian Labour Party, and especially 

for a coherent economic programme, is frequently canvassed in these 
days, but is a tender subject within the party. The only serious attempt at 
fresh thinking, even in a limited way, has been made by the right wing of the 
party, as represented by the Industrial Groups whose activities threatened to 
lead to a major split two years ago. Since then, the orthodox have made it a 
prime objective to nullify the influence of the Groups. There is an automatic 
reaction of hostility to any suggestion of change in the gospel of thirty years 
ago, and a tendency to suppress “deviationists” at sight. This rigidity has 
caused so evident a cleavage between Labour’s official professions of faith, 
and the manifest facts of life in the nineteen-fifties, that the electors have 
demonstrated their lack of confidence at the last three Commonwealth 
elections. 

Professor Arndt, of the Canberra University College, gave an address 
notable for the home truths with which he sought to stimulate the develop- 
ment of a few of those fresh ideas in which the party has been so sadly lacking. 
He contrasted the aspirations of pre-war days with the achievements of 
today, when full employment prevails and a reasonably complete system of 
social services is in being. Nationalization could once be taken as a cure-all, 
but recent experience in Britain, and the example of the Soviet Union, raised 
new questions which must be faced, regarding problems of management, and 
that of reconciling Socialism with democratic liberty. The changes in the 
world of the last two decades, he complained, had “hardly caused a ripple” 
on the surface of traditional Labour thinking. 

Practically nothing had been decided by the party since it went into 
Opposition in 1949, on banking and monetary policy, the raising of pro- 
ductivity, the incidence of taxation, wages and arbitration (apart from ques- 
tions of machinery). In fact, concluded Professor Arndt, Labour’s record on 
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the problem of inflation had been “lamentable”. It had never seriously set to 
work to devise a counter-inflationary policy, and it was more than time that 
Labour took inflation as seriously as it had always taken deflation and un- 
employment. He no longer believed that Labour should aim at a socialist 
economy in the old meaning of the term—i.e. public ownership and cen- 
tralized control. “Socialism” in this sense was not the best way of advancing 
towards the fundamental objectives of the party. 

The reaction to this challenge has been significant. Good Labour men 
behaved as if Professor Arndt had committed an act of indelicacy. Thus, one 
close supporter of Dr. Evatt condemned the “inability to be forthright on the 
Socialist objective” and deplored the “pressure on the Labour Party to sink 
it into a middle-class organization”. But there is a consistent and marked 
reluctance on the part of Labour candidates to refer to the Socialist objective 
at election time, or even in relation to particular problems. Labour in Aus- 
tralia often behaves as if socialism were a mystery to be contemplated with 
reverence from afar, but not to be understood or approached. 


Recent Floods 


Ng STRALIA has recently enjoyed a succession of very good years climatic- 
ally, in which rainfall has been above average for 30 per cent of the 
continent. The year 1955 was one of our wettest years. Almost the whole of 
Australia (96 per cent) received a rainfall that was above average. The rain 
has continued in 1956. In the first six months of this year eastern Australia 
has received nearly three times the average expected amount. The ground 
has become saturated. Percolation into the soil has been slow and small in 
amount, and run-off into the rivers rapid and very large. The rivers have had 
to take amounts of water far in excess of their usual quantities. In the result 
widespread flooding has occurred and persisted. 

Physiographically our coastal rivers are short and fast flowing, whereas our 
interior rivers are long and slow. This gives rise to two different patterns of 
behaviour. The coastal rivers rise rapidly, break over the banks, flood the 
narrow plains but continue to discharge into the sea, and about a week after 
rain ceases most of the water has been discharged into the sea and river flow 
is nearly normal again. The inland rivers, although receiving large quantities 
of water, owing to the flat nature of the ground do not rise vertically at the 
same speed, but spread out over vast expanses of land. The flow downstream 
is considerably slower, the journey of water from source to mouth of the 
Darling taking about 60 days. Hence long and continued flooding occurs 
along the lower river many weeks after the rain has stopped. 

The effects of such widespread flooding are not only felt during the flood 
but continue long after the waters subside. Fortunately, on the western rivers 
due warning can be given and many precautions are taken against direct 
stock loss due to drowning. However, the abundance of moisture causes 
greater growth in the pastures, which become rank and of low nutritive 
value. The greater growth in pastures can be handled by cattle but is un- 
suitable to sheep. Both find difficulty in maintaining condition on the poor 
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quality pastures. Unfortunately lambing occurred this year during this period 
of low nutritive value and lamb losses were heavy. 

Fortunately the wheat harvest of the 195 5-56 standing crop was not unduly | 
set back by the rains. However, the outlook for next harvest is bad, for } 
plantings this year barely reached half last year’s acreage. This was entirely 
due to the long-continued wet spell—it was impossible to take machinery | 
upon the waterlogged land and weed growth was excessive. The threat of 
“rust” damage in the spring has still to be faced. 

Other crops along the rivers fared badly. It is too early to assess the total 
damage in the fruit, grape and vegetable growing areas along the lower 
reaches of the Murray-Darling. Preliminary estimates are that it will be in 
the vicinity of £5 million. 

Mitigation is possible but is a slow and costly business. Any closer settle- 
ment in the interior takes place along the river banks. Damage could be 
reduced if towns were built on dry-point sites away from, but near to, the 
river and protected by levee banks. However, in such flat country it is ) 
difficult to handle mechanically the large volumes of water that occur 
when we have such long continued rainfall as in the last eighteen months. | 
There is nowhere for the water to go, except by the long slow route to the 
sea. 
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Australia, 
November, 1956. 




















PAKISTAN 
ECLIPSE OF THE MUSLIM LEAGUE 


OLITICAL events in Pakistan during the quarter under review make a 

formidable and significant list. In East Pakistan the United Front 
Ministry succumbed to its own acts of commission and omission and had 
to quit office. On September 8 the Awami League stepped in and formed the 
new provincial Ministry headed by Mr. Ataur Rahman Khan. The same day, 
although for reasons of his own, Chaudhry Mohammad Ali resigned from the 
Premiership of Pakistan and the Muslim-League—United-Front coalition at 
the Centre was thus dissolved. The new set-up was a coalition between the 
Republicans and the Awami Leaguers, headed by Mr. H. S. Suhrawardy. 

This rather unexpected and somewhat sudden shift at the Centre marked 
the total eclipse of the Muslim League in the Centre and the provinces. 
Although the League had never been able to recover from the ignominious 
defeat it suffered in the last election in East Pakistan, it still had a considerable 
hold on the administration of the country as the major coalescing party at 
the Centre and the majority party in the West Pakistan Assembly. But thanks 
to its own dissensions and to the unbridled ambition of unscrupulous 
politicians, its majority in the West Pakistan Assembly was reduced to a 
minority when its dissident members formed themselves into the Republican 
Party. That was in April last. Now, with the resignation of Mr. Ali, it has 
been completely ousted from power. 

Perhaps there is no parallel in history where a political party has dis- 
appeared prematurely even before it got a verdict from the people in a 
general election. And yet this was the Muslim League which, only a decade 
ago, had rallied around it more than 90,000,000 Muslims of undivided India 
and was responsible for the creation of Pakistan itself. But soon after the 
realization of its great objective, it completely lost its dynamism. It became 
the hotbed of intrigue of petty politicians and in the process lost all contact 
with the masses. Now it has lost their sympathy as well. There can be no 
other conclusion one can come to. For in whatever way the changes at the 
Centre and in the provinces might have come about, the Muslim League 
could not have suffered all that it has, had it really enjoyed the sympathy and 
the support of the masses. 

The Indian Premier, Mr. Jawaharlal Nehru, whois overfond of displaying 
a marked interest in Pakistan’s internal affairs, publicly characterized the 
Muslim League’s plight as an “historical event”. While agreeing with Mr. 
Nehru, one wishes he concerned himself more with the many “historical 
events” taking place in his own country. 

For a correct appreciation of the significance of these developments, it is 
important to Ucar a few things in mind. Chaudhry Mohammad Ali’s resigna- 
tion is a unique example of political propriety, for it came at a time when 
he enjoyed the confidence of a majority of the members of the National 
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Assembly. There is no doubt that the Muslim Leaguers had made things 
difficult for him, by refusing to attend the Coalition Party meeting called by 
Mr. Ali on August 27. They had insisted that those from amongst them who 
had joined the Republican Party at the Centre must not be allowed to attend 
the meeting. It was, to say the least, an impudent and unrealistic demand. 
Unfortunate though it is, party loyalty, at least in the western wing of the 
country, is more a matter of convenience than of principle; and those who 
were accusing the Republicans as turncoats had themselves not a very clean 
record. Moreover, Chaudhry Mohammad Ali had repeatedly made it clear that 
he considered himself as the leader of the Coalition Party as a whole rather 
than of any of its components. As such he refused to side with one or the 
other group within the Coalition Party and took the stand that, unless the 
Republicans withdrew from the party, he could not debar them from attend- 
ing its meeting. This brought the matter to a head; but even though the 
Muslim League withdrew its support from Mr. Ali, he continued to have 
the support of a majority of Assembly members. 

It may be argued that Mr. Ali’s subsequent resignation from the Premier- 
ship of Pakistan was not after all a matter of political propriety and decorum. 
He must have realized that with the installation of the new Ministry in East 
Pakistan, political power would tend to gravitate to the Awami League and 
his position would, therefore, become untenable. To take such a view is to 
forget that Chaudhry Mohammad Ali had the support of the Republicans 
and the United Front. The latter having lost all political power in East 
Pakistan would have desperately clung to him. So would the Republicans. 
Also it must not be overlooked that whatever might be the reasons for which 
Mr. Ali thought it necessary to resign, his was the first instance in the history 
of Pakistan when anyone had quitted this high office of his own accord. 
This creates a healthy precedent, as also the fact that the President’s first and 
unhesitating choice for the formation of the new Cabinet was the Leader of 
the Opposition, Mr. H. S. Suhrawardy. 

That the change at the Centre should have been brought about so smoothly 
and properly is something to be welcomed. But any tendency towards 
optimism must be guarded. So many hopes have proved dupes that even 
milestones have looked like mere interruptions in a process of confusion 
becoming worse confounded. As Miss Jinnah said in her message to the 
people of Pakistan on the occasion of the eighth anniversary of the death of 
the Quaid-i-Azam: “Every time a situation developed holding the prospect 
of a full-blooded democratic dispensation their [the people’s] hopes were un- 
fortunately belied. Even the adoption of a constitution did not put an end 
to this unhappy state of affairs.” So we have to wait and see and hope for 
the best. 


One Country or Two 


HE phrase “Pakistan at the crossroads” has been so frequently used that 
its novelty has worn off. But if the country was ever truly in such a 
position, it is now. The passage of the Electorate Bill by the National 
Assembly, at its Dacca session, held in October, has posed the question 
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whether the two wings of Pakistan do or do not constitute one country. 
This monstrous enactment provides joint electorate in East Pakistan and 
separate electorate in West Pakistan. When it is realized that the system of 
electorate symbolizes the basis of a people’s nationhood the possibilities of 
mischief become distressingly apparent. The national press has rightly main- 
tained a remarkable unity in condemning outright this “hotch-potch of 
diametrical opposites”. 

It will be futile to deny that the National Assembly was confronted with 
a difficult situation. The two provincial assemblies, whose advice it had 
sought earlier on the subject, had made opposite and conflicting recom- 
mendations—the West Pakistan Assembly favouring separate electorate for 
the Centre and the provinces and the East Pakistan Assembly favouring 
joint electorate. If the National Assembly were again to postpone a decision, 
the prospects of the long-awaited general elections would have further 
receded, since without such a decision the delimitation of the constituencies 
could not be undertaken. But surely some alternative could be found, espe- 
cially when vital issues, which even involve the integrity of the country, were 
at stake. The National Assembly, for instance, could have decided to main- 
tain the status quo for the first general election under the new constitution. 
It could have been made obligatory for the newly elected Assembly to 
declare unequivocally, at its very first session, whether it stood for joint or 
separate electorate. If it voted for joint electorate, it would automatically 
dissolve itself, after a year or two, and a fresh general election take place. 

No doubt, such a course, while providing a way out of the impasse, 
would not have been altogether satisfactory. But it is reasonable to assume 
that if it had been pursued the country would have had a uniform system of 
electorate—whether joint or separate—instead of the present deplorable 
measure, which “combines the worst of both worlds” and in which the 
possiLility of the country’s dismemberment is inherent. 

The present decision of the National Assembly is not in consonance with 
the wishes of the majority of people of both the wings of the country. In the 
East Pakistan Assembly 159 votes were cast in favour of joint electorate. 
The total strength of the House is 310, and when cognizance is taken of the 
fact that the 70 Hindu members voted for the measure, it becomes crystal 
clear that the majority of Muslim members were against it. It should also 
not be forgotten that the Hindus were given greater representation under 
separate electorate than their actual population entitled them to. In the 
National Assembly itself the measure would not have got through if the 
Republicans had not taken a somersault. After having voted in favour of 
separate electorate in the West Pakistan Assembly, where they are the ruling 
party, they voted for this monstrous Electorate Bill. 

It has been a very great misfortune of the country that the political parties 
continue to betray a woeful lack of courage and conviction on national 
issues. What distinguishes them from each othet is the different label. On 
this vital issue, the Awami League alone has shown a remarkable steadfast- 
ness and has consistently taken a stand on principles. However, it could not 
have mustered more than 25 votes in a House of 80, if the Republicans had 
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not joined hands. Further still the way in which the Bill was pushed through 
was highly objectionable. The usual three days’ notice was not given and the 
Bill was circulated to the members only a few hours before the session. 

It may be well to state briefly the respective viewpoints of the advocates 
of separate and joint electorates. Those who favour the former hold that 
Pakistan was realized on the basis of the two-nation theory and to place the 
Hindus on the same voting register with the Muslims would be discarding 
the very basis of the country. They insist that, even if an attempt is made for 
the psychological fusion of the Muslims and the Hindus, this is hardly the 
time. 

Pakistani Hindus are suspected of extra-territorial loyalties, and not with- 
out reason. Allegations have openly been made in the press that after the 
passage of the Electorate Bill a large number of Hindus went to greet the 
Indian Deputy High Commissioner at Dacca. Previously, on the occasion of 
the Gandhi Jayanti celebrations, the President of the Pakistan National Con- 
gress said that his organization would henceforth propagate the teachings 
of Mr. Gandhi in Pakistan. If the Hindus of Pakistan still believe in what 
Mr. Gandhi stood for, they cannot certainly be expected to subscribe to what 
the Quaid-i-Azam stood for. 

From the foregoing it will be clear that if the supporters of separate 
electorate fear that under the system of joint electorate the Hindu minority 
will hold the Muslim majority to ransom, by voting for candidates who may 
have no faith in the ideology of Pakistan, they are not the victims of hallucina- 
tion. In fact their fears are strengthened by absolutely injudicious and un- 
warranted comments from Indian leaders and the press. The latest example 
is that of the Na/ional Herald of Lucknow, which said: 


The question of electorate is not far different from the question of the two- 
nation theory. The Hindus of Pakistan have consistently upheld the predominant 
Indian outlook which rejected Pakistan. If Mr. Suhrawardy has given up the 
two-nation theory, it should not be difficult for him to give up Kashmir. 


The upholders of joint electorate maintain that with the establishment of 
Pakistan, the two-nation theory has ended. While introducing the Electorate 
Bill, Mr. Suhrawardy said that the two-nation theory was advocated in pre- 
Partition India and after the creation of Pakistan it had lost its meaning. 

Another argument advanced in favour of joint electorate is that the two- 
nation theory can only operate to the jeopardy of the country, since it opens 
up the possibility of “its dismemberment on the same basis of self-determina- 
tion” which the Muslims sought for themselves in undivided India. 

Although the Electorate Bill has been passed by the Assembly, the battle 
is not yet over. It is being claimed that the decision can be changed by a 
simple majority. The Republican Party, on the other hand, has been reported 
to be considering an amendment which would provide joint electorate for 
the whole of Pakistan. For an objective observer either system of electorate 
will be better than this “polygamous” franchise Bill. 


Pakistan, 
November 1956. 
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CANADA 
PARTIES AND THEIR ALIGNMENTS 


HE most obvious fact about Canada’s party politics since the birth of 

the federation is that in the nineteenth century the Conservatives 
dominated the national stage and in the twentieth century the Liberals. 
Before 1900 the Conservatives, skilfully led for most of the time by Sir 
John A. Macdonald, ruled in Ottawa for 24 out of 33 years. Since 1900 the 
Liberals have ruled for 41 out of 56 years. In brief we have had prolonged 
periods of dominance by one or other party, and the longest consecutive 
period is that of the Liberals since 1935. Few short-term swings of the 
political pendulum have been evident like those which in British politics are 
taken almost for granted. Lord Salisbury once expressed surprise that he had 
led the Conservative Party to victory in two successive elections. “Of course”, 
he wrote, “I recognize the justice of the verdict the country has given, but 
that the love of justice should have overborne the great law of the pendulum 
I confess puzzles and bewilders me.” Were he alive today and contemplated 
Canadian rather than British politics, he might well be even more puzzled 
and bewildered. 

This circumstance in Canadian politics is no mere historical accident, 
although politicians may sometimes enjoy such a thing as good fortune. 
The explanations for it are mainly found in the basic facts of Canada’s 
national life. 

First in importance is the fact of French Canada. The French-speaking 
community of Quebec, which constitutes close on 28 per cent of the Canadian 
electorate, has never organized itself into a single and exclusive French 
party. Formally at least it accepts the system of two national parties, and 
distributes its votes between them, with occasional and spasmodic aid for 
third parties. Yet consistently since the birth of the federation it has given 
to one or other of the two a predominant support, with the result that in the 
party of its choice it always possesses a commanding position, and for long 
periods may be the principal means of keeping it in office. During the first 
two decades of federal union the Conservatives possessed an ascendancy in 
Quebec.* The transition from a Conservative to a Liberal dominance began 
modestly in the general election of 1891, the first fought by a Frenchman, 
Wilfrid Laurier, as leader of the Liberals. In time that dominance, judged by 
members elected rather than by votes cast, became overwhelming. In the 
elections since 1921, except for that of 1930, the Liberals have captured 
80 per cent of the Quebec seats, and sometimes even more than 90 per cent. 
This deep and tenacious French attachment to the Liberals was built up by 
Laurier, retained and consolidated by Mackenzie-King and preserved intact 
by Mr. St. Laurent. The leadership of these three men spans a period of 


* The Conservatives since 1942 have been called the Progressive Conservatives, but 
for the sake of brevity we shall usually refer to them here simply as Conservatives. 
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sixty-eight years, and each was specially endowed to win a majority of the 
French votes. 

The firm and consistent alignment of the French in the national sphere is 
not difficult to understand. Their aims in the politics of Canada are simple 
and practical. Their main concern is to ensure their integrity and survival as 
a people, and the most trustworthy means of doing so is to exert upon the 
National Government the weightiest influence possible. They naturally back 
the party leadership most likely to give them such an influence. It was thus 
that they came to support Laurier and in succession to him Mackenzie King. 
At times they have been inevitably pulled and torn by alternative appeals of 
some among them to adopt other alliances and pursue other strategies. But 
with characteristic Norman shrewdness they have perceived that no other 
strategy was ever more likely to secure their concentrated influence upon a 
ministry at Ottawa, and hence to the Liberal alliance they have remained 
inflexibly bound. 

The character of English-speaking Canada is the second fact to consider, 
and this is something more difficult to assess, for here is a community less 
well integrated than the French, less homogeneous and less conscious of a 
single purpose. It is broken into regions and Provinces, which in politics are 
subject to varied and different influences that on the whole have tended to 
restrict the free swing of the political pendulum. The Province of Ontario, 
Quebec’s neighbour, exhibits the closest approximation to the British practice 
in party politics. Here in recent times neither of the national parties has had 
an overwhelming advantage over the other. In the federal elections of the 
past twenty years the Liberals have certainly done better than the Con- 
servatives, no doubt in part because they have been favoured by the rising 
tide of recovery after 1935 and the remarkable material expansion and 
prosperity in Ontario during the war and post-war years. Yet the Liberal 
Party’s superiority is not such as to breed complacency in its leadership. In 
most other Provinces the situation has been different, and directly or in- 
directly the dominant political attitudes have supported Quebec in bolstering 
the long rule of the Liberals in Ottawa. Western Canada owes a debt to the 
Conservative Party, for it was Sir John A. Macdonald who brought this 
region within the federation, created the Province of Manitoba, persuaded 
British Columbia to join with the eastern communities, and promoted the 
Canadian Pacific Railway to bind with steel the east and west. But in the 
twentieth century this debt is rarely remembered. More often recalled, espe- 
cially in the prairie constituencies, is the fact that the Conservatives were the 
foremost champions of fiscal protection, which is something unlikely to win 
favour among the numerous grain-growers on western farms, who sell in an 
open world market and resent having to buy in a protected home market. 
For almost a generation the two national parties have not significantly 
differed in opinion on the tariff. But in politics stereotyped views always 
change more tardily than the facts. Old battles leave indelible memories. In 
the region between Lake Superior and the Rockies the Conservatives still 
continue to be ridiculed for containing in their blood-stream a peculiar 
inheritance of protectionist evil, and to the western mind protection implies 
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a partiality for greedy bankers and industrialists in Central Canada. Here is 
one reason for the tenuous position of the Conservatives in the West, where 
in the last five elections they polled less than one-quarter of its total vote. 
Admittedly in the last generation the Liberals themselves have failed to 
hold all their former territory in the West. They have at times yielded ground 
before the aggressive advance of the “revolt parties”, notably the United 
Farmers followed by Social Credit in Alberta and the Co-operative Common- 
wealth Federation in Saskatchewan. Liberal losses, however, have not meant 
Conservative gains, and only this result would really undermine the Liberal 
ascendancy in Ottawa. More hopeful for the Opposition is the situation in 
the Maritime Provinces, for here the Conservatives have retained a larger 
proportion of the aggregate vote than in the West, usually indeed not far 
below that in Ontario and fluctuating between 30 and 40 per cent. Neverthe- 
less, in members elected the Liberals have won a decisive margin of superiority. 


The Conservative Leadership 


HESE facts have a grave significance for members of the Progressive 

Conservative Party when on December 10 they meet in a National Con- 
vention at Ottawa to choose a new leader. Mr. George Drew, owing to 
poor health, resigned as leader early in the autumn, after eight years in this 
onerous post. To the leadership he contributed immense energy and strong 
convictions, although perhaps not always quick apprehension and sure 
strategy. His successor and followers face one major and difficult task which 
overshadows all others : to make the Conservatives once more a truly national 
party, with a greatly enhanced backing in Quebec and a stronger footing 
west of Lake Superior. The friends of parliamentary democracy in Canada, 
partisan sentiments aside, may wish them success, for there is something 
unsatisfactory for the nation in a continuance of the present situation. It 
needs no argument to demonstrate that the Conservatives alone can pretend 
to be an alternative to the Liberals. Yet as a parliamentary Opposition this 
alternative party is drained of strength by its exclusion from power for so 
long. Few of its front bench have had any experience of office, and naturally 
it has difficulty in attracting young and promising talent, for such talent is 
impatient to see some prospects of office ahead. On the Liberals also, despite 
their advantage in being better able to draw in fresh blood, two decades in 
power have had an unwholesome influence. As some incidents in recent 
years suggest, they have grown lax in due respect for Parliament and its 
traditions. Some dispassionate observers would maintain that at times they 
seem almost to have forgotten how power should be exercised under parlia- 
mentary democracy. Nor is it entirely desirable for the higher civil servants 
that their political supervisors should so long be of the one party. In all this 
one does not wish to detract from the political wisdom with which in general 
Mr. St. Laurent has conducted affairs since he assumed the reins of office 
from Mackenzie King in 1948. Considering the paucity of his previous 
political experience, he has set a high standard, and in some respects has 
exhibited a much broader outlook than his predecessor. But one may well 
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doubt whether in the years to come he can maintain anything like the same 
standard. 

What does it imply for the Conservatives to become a more national 
party ? It implies first of all a resolve to understand and deal sympathetically 
with the French Canadian and his problems. Quebec is now going through a 
far-ranging and rapid transition. It is restlessly on the move. Industrialism 
with its train of social conditions proceeds apace. The ways of the old culture 
are being shaken as never before by the hydro-turbine and the factory 
machine. In the countryside the external ritual of life may often remain, 
but its core and character are changing. This period of transition should 
be propitious for new party alignments. The political leaders most likely 
to obtain a response in the Province will be those who do two things: 
respect the French sense of cultural distinctness within Canada and deal 
effectively with the material conditions that affect the lives of the ordinary 
people. 

In the past thirty-five years Conservative leadership, however sincere and 
generous its intentions, has signally failed to demonstrate to the French a 
genuine respect for those matters in which they wish to be distinct. It has 
often exhibited too much of the hard inflexibility of the Anglo-Saxon 
Protestant mind. It was less what it did than what it said that had the most 
damaging effect on French attitudes. The trying periods of the two world 
wars furnish many unfortunate examples. In the heat of debate certain Con- 
servative leaders uttered harsh words about the intransigence of the French 
in rejecting what seemed to be a rational manpower policy. The members of 
a minority nationality have long memories, and not surprisingly Conservative 
electoral fortunes in Quebec sank to their lowest point in the years imme- 
diately after both wars. In the election of 1945, for example, the Conservative 
proportion of the aggregate vote in Quebec fell below 10 per cent. In 1940 
it had stood at 19 per cent. But since then there has been a recovery, and 
granted a period of peace the Conservatives by appropriate efforts can create 
a substantial following in the French community. Their fate as a party will 
certainly depend upon the imagination that they show in accepting and 
building on the idea of a dual nation and in attracting able French leaders. 

Making a party more national involves more than political expedients. It 
needs a dynamic concept of Canadian nationality, acceptance of the dual 
streams of culture in the country, and a recognition of the possibility of 
maintaining a nation distinct in North America in virtue of this dual culture. 
Conservatives assembled at the National Convention in Ottawa could not 
do better than refresh their memories about Sir John Macdonald, their 
greatest leader, and the basis for his achievement. Too often along with their 
critics they have quoted and misinterpreted his remark: “A British subject 
I was born, a British subject I will die.” These words were not intended to 
be taken as suggesting a narrow colonial mentality, but merely a determina- 
tion on Macdonald’s part to preserve Canada from absorption in the United 
States, to cling firmly to the British connexion as the basis of a distinct 
nationality in America, and to retain in strength the British political in- 
heritance. In all this Macdonald did not forget his French compatriots. He 
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believed that the close association of French and English was imperative for 
the success of the whole experiment. He perceived indeed that the French 
had an even greater stake than the English in creating a nation on the basis 
of British political conceptions, for they had even less inclination to be 
culturally absorbed in the American melting-pot. 

This fabric of early Conservative thinking has not lost relevance, especially 
when combined with another idea emphasized by Macdonald, that as a con- 
tinental State Canada should be unified by strong economic bonds and by a 
common sense of interdependence in all regions. This idea, like the others, 
has to be reinterpreted and expressed anew in the modern idiom, particularly 
in relation to the current circumstances of American economic penetration 
and the progress of industrialism. It is directly relevant to the economic and 
political problems of the West, especially to that major issue of utilizing for 
the nation the resources of natural power, of which these Provinces possess 
an abundance in water, oil, natural gas and coal. The so-called “revolt 
parties”, such as Social Credit, are primarily an expression of western 
regionalism. They arise from dissatisfaction with policies which they think 
are dictated merely by powerful and selfish interests in the St. Lawrence 
valley. They can be restricted to the provincial arena, or even undermined 
altogether, if one or other of the two old parties succeeds in formulating 
bold national conceptions and policies that will bind these western com- 
munities by feeling and interest to central and eastern Canada. The idea of 
national unity needs to be freshly thought out and freshly dramatized. This 
task is difficult, and demands political imagination of the first order, but it is 
implicit in governing Canada. If the Conservatives are ever again to replace 
the rule of the Liberals they have to face its challenge. 


Canada and Suez 


HEN British and American foreign policies diverge, Canada is ac- 

customed to establishing a half-way house between London and 
Washington; in the Suez Canal crisis Canada has found herself occupying a 
position about half-way between London and New Delhi. 

For all the studied calm upon Parliament Hill, some of it heavily rehearsed, 
this was quickly recognized in the East Block (Canada’s Foreign Office) as 
the type of crisis that, though its centre is geographically remote, is the most 
dangerous for Canada. Possibilities of Anglo-American divergence, the con- 
stant pre-occupation of Ottawa, were immediately evident and quickly 
fulfilled. Moreover, sharp differences in approach between London and New 
Delhi or Colombo were apparent from the start. If the split were to grow 
wider, as matters looked to officials here, India and Ceylon might leave the 
Commonwealth. This loomed, not as a shadowy fear, but as an immediate, 
stark prospect. 

In the upshot, Canada’s weight publicly was continuously thrown on the 
side of relating any action taken against Nasser to the United Nations. 
Privately her influence was exerted in favour of moderation and against the 
use of military or any other force that could not be defended under the 
U.N. Charter. 
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This outline of Canadian reaction to the first Suez crisis ends with the refer- 
ence of the dispute to the Security Council of U.N. on September 26. This 
terminal point is chosen because, though Canada would not claim to have 
had any decisive influence in this, at any rate the dispute “fetched up” where 
the Ottawa government felt it should be brought, namely at the U.N. 

The news of Nasser’s arbitrary seizure of the canal reached Canada on the 
night of July 26-27, just as Prime Minister Menzies of Australia was ending 
an official visit to Ottawa. Next morning Prime Minister Louis St. Laurent 
and Mr. Lester Pearson, Minister of External Affairs, called to say goodbye 
to him at the Chateau Laurier Hotel, but both told the press that they had 
not mentioned Suez to him. In the lobby of the hotel sat Mr. John Diefen- 
baker, foreign-affairs critic of the Progressive Conservative Party (and at this 
writing a favourite to succeed Mr. George Drew as its head and Leader of 
the Opposition), reading the Toronto Globe and Mail, whose stream headlines 
were naturally on Suez. Yet, when Parliament met that morning, the Opposi- 
tion raised not a single question on Suez, though allowed to do so by the 
rules, and the Government made no statement to the House until next day. 
Nothing could better illustrate the absence of crisis atmosphere on Parlia- 
ment Hill (though not in the press or the East Block) in sharp contrast with 
the tension reported from London. 

Here are the main points in the public record of Canadian governmental 
action and attitudes toward the crisis. On July 28, as soon as a question was 
asked in the House, Mr. Pearson at once condemned “the violation by the 
government of Egypt of an international convention governing the use of 
an international waterway”. He said that, while Canada had no share in the 
ownership of the canal shares, nevertheless as a trading nation and for other 
reasons this country has a very real interest in the “efficient and non-dis- 
criminatory operation of this waterway”. Thus Canada at once joined in the 
protest against Nasser’s arbitrary seizure of Suez, but drew a distinction 
between questions of ownership and questions of operation of the canal. 

On August 3, Prime Minister St. Laurent read to the Commons the com- 
muniqué issued by Britain, France and the U.S. inviting 24 nations to a 
conference in London. He went on to declare: “I can only say that this 
Government strongly supports the objectives of this conference as stated 
in this communiqué.” This had the broad effect of associating Canada with 
the aims of the conference, though, as a non-user of the canal, she was not 
invited to attend it, and did not press for inclusion in the list. 

Meanwhile, in a broad review of foreign affairs in connexion with the pre- 
sentation of his department’s estimates to Parliament, Mr. Pearson touched 
briefly on Suez. He expressed the Government’s support of the principle of 
international control of the canal “with the countries having the greatest 
interest in the canal sharing in that control, preferably, if this turns out to be 
practicable, under the aegis of the United Nations”. It will be noted that 
Mr. Pearson was among the first international statesmen to relate the Suez 
ctisis to the U.N. 

The last of the few official statements issued was made on August 30, 
apropos the Menzies mission to Cairo. Canada backed the eighteen-power 
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proposals as “‘a solid basis for peaceful settlement”. The key paragraph of 
Mr. Pearson’s statement, made to a press conference, read: 


So far as the Canadian government is concerned, we feel that these proposals 
are reasonable and satisfactory and deserve our support as a basis for negotiation. 
They not only respect the sovereignty, the interests and the susceptibilities of 
Egypt, but they also make provision for safeguarding, through co-operative 
international arrangements with which the U.N. would be associated in an appro- 
priate way, the international character, use and maintenance of the canal. 

Once again, Mr. Pearson was emphasizing the relationship of the dispute 
to the U.N. 


Induced Calm 


_ the above record, it will be seen that there was not the slightest 
disposition to condone Nasser’s arbitrary action, and the Canadian 
Government’s sympathies are clearly revealed. Having said that, any observer 
on the spot would be bound to draw the sharpest contrast between the crisis 
atmosphere in London and the induced calm at Ottawa. 

When Conservative M.P.s, headed by Mr. Diefenbaker, suggested that 
Canada should take a strong stand beside the U.K., Australia and New 
Zealand, Mr. Pearson delicately reminded them (on August 1) of the diffi- 
culties: “Even from a Commonwealth point of view I doubt if it would be 
wise to go much further at this moment.” He told the House of a telegram 
just received from one of the Asian members of the Commonwealth 
(Ceylon, it was learned later) indicating very different feelings from those in 
Canada. 

On August 3 the emergency proclamation calling up British army re- 
servists was issued from Arundel Castle, signed by Her Majesty the Queen. 
To say that the wording of the proclamation caused a raising of eyebrows 
around the East Block would be masterly understatement. The phrase to 
which exception was taken reads “the extent of the demands on our military 
forces for the protection of the interests of the Commonwealth and Empire 
do in our opinion constitute a case of great emergency”. Commenting on the 
use of the word “Commonwealth”, without prior agreement by Canada, one 
prominent Liberal declared: “If Willie [the late Prime Minister Mackenzie 
King] were alive, we would have the announcement of an election on the 
constitutional issue tomorrow morning.” 

It is a measure of the extent to which Canada is satisfied with the resolution 
of difficulties of status within the Commonwealth that no official protest was 
made from Ottawa, though private representations were made, and that the 
matter was not then ventilated in the press. 

In the early stages of the dispute the disposition in Ottawa was to favour 
the general lines of the Indian Government’s proposal, which appeared to 
contain all the advantages that could be discerned in the eighteen-power 
proposals for which it was rejected, without some of the disadvantages from 
the Egyptian point of view. It was at this stage that official Ottawa, bearing 
always in mind the possibilities of disruption of the Commonwealth, most 
noticeably stood at the half-way mark between New Delhi and London. 
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With the moderation urged by Mr. Dulles, though not with his ambiguities, 
there was much sympathy in official Ottawa. But, as Mr. Grant Dexter 
pointed out in a dispatch to the Winnipeg Free Press, Mr. Dulles, with his 
canal users’ association proposal, dissuaded the British and French from taking 
their case to the Security Council as soon as they would otherwise have done, 
though in the earliest stages they had shown little disposition to do so. In 
Ottawa there was some concern lest Egypt should beat the British and 
French to the draw and take it to U.N. first. 

As seen from Canada’s East Block, Nasser had committed a political but 
not a military aggression. The threat of force, when in fact the requisite 
military forces in the form of aircraft were not available on the scene and 
moral sanction for its use under the U.N. charter could be disputed, seemed 
to be an initial mistake. For that reason, the Canadian Government was glad 
that Mr. Dulles’s tactics, for all their ambiguity, had the effect of keeping the 
British and French at least on some sort of speaking terms with the Egyptians. 

At no time was there any attempt to minimize the threat to British and 
other maritime interests. But, as seen from Ottawa, occupation of the canal 
zone by British and French forces would in all likelihood require occupation 
of all Egypt, and quite possibly might set the Middle East ablaze, leading to 
the cutting of pipelines and the loss of oil refineries to the West. 

Canada’s direct interest, as a canal-user, is admittedly small. Indeed the 
name of Canada does not appear on the list of the first thirty nations, ranked 
in their importance as users, and in this respect rates below Monaco. But 
actually some 1,110,000 deadweight tons of Canadian-owned shipping, leased 
to Britain, passed through the canal in the last complete year. 

Nevertheless, because of the immense importance of the issue to the whole 
Western world, the press of Canada has given the crisis a continuous 
prominence in contrast with the brief treatment of it in Parliament, though 
it was sitting until mid-August. It would be misleading to say that there was 
anything like unanimity of public feeling, though sympathy for the British 
case was obviously general. No sign of willingness to send Canadian forces 
to the Middle East was discernible, since that was as intolerable in terms of 
Canadian public opinion as of American. The influential Liberal Winnipeg 
Free Press decried the “sabre rattling” which preceded the Menzies mission 
but later absolved the Eden Government on the all-important point, in its 
view, of reluctance to refer the dispute to the U.N. 

The Conservative press has generally followed a line strongly sympathetic 
to the British point of view. On the question of “sabre rattling”, its most 
influential spokesman, the Toronto Globe and Mail, defended the British and 
French massing of arms in the Middle East in these terms: “They did not 
meet Egypt’s act of force with counter force, but simply placed themselves 
in a position to do so. Hence Egypt complains—in the same way as a man 
who has just punched another man in the eye might complain—that his 
victim was threatening to defend himself.” 


Canada, 
November 1956. 

















| ey 


into 
reco 
he le 
to tz 
beer 
alw: 
con 
Prir 
a vi 
and 
the 


gen 











RHODESIA AND NYASALAND 


RETIREMENT OF LORD MALVERN 


ORD MALVERN has given up the Leadership of the Federation to Sir 
Roy Welensky, but will not resign his seat at present. 

History in due time will accord Lord Malvern his place and put his work 
into perspective, but Rhodesians do not have to wait for this to happen to 
recognize the great debt owed to him. For twenty years, beginning in 1933, 
he led Southern Rhodesia and only resigned from his office of Prime Minister 
to take over the wider leadership of the Federation itself. Lord Malvern has 
been forthright in his statements, unsparing of himself in his service, not 
always successful in his administration, but has always held a high place in the 
confidence of the great majority of the electorate. He has held the office of 
Prime Minister longer than any other man in history and at seventy-three has 
a vitality that belies his years. He has seen Central Africa grow and change, 
and for the past three years has given himself unstintingly to the guidance of 
the new Federation, the creation of which was so much his own work. 

The pace of development in Central Africa today is so fast that there is 
general agreement that Lord Malvern’s decision to retire is wise, although 
many will deeply regret his action. But it is not only his work in Rhodesia 
and Nyasaland that we appreciate, for he has ably represented us in councils in 
Britain, and has earned widespread respect throughout our Commonwealth. 

Lord Malvern retires because he is seventy-three and because over a period 
of twenty-three years he has carried a very heavy load. His successor, Sir Roy 
Welensky, is, at forty-eight, comparatively a young man to inherit the posi- 
tion of Prime Minister. Sir Roy is Rhodesian born and will find wide support 
from most sections of the people. Northern Rhodesians know him as one of 
themselves, workers know him as a leading trade unionist in past years and 
we all recognize him as a great fighter for freedom from Colonial Office rule. 
He has played a major rdéle in the establishment of the Federation and from 
his own experience is familiar with its background. He is not so popular 
with Africans, who question his interest in their progress, but his administra- 
tion of Federal affairs must give the lie to such opinion. Sir Roy takes office 
at an exciting period in the development of the Federation. It is also a time 
of great responsibility, for his Government must, in the near future, face the 
problems of citizenship and of the franchise, problems made so much more 
difficult by the rising tide of nationalism. He will have the support and very 


good wishes of the majority of the electorate, good wishes for his health and 
for his political administration. 


Population and Finance 
RELIMINARY results of the Federal Census showed that the European 
population was 247,300, of whom more than two-thirds, 175,800, live in 
Southern Rhodesia. By far the biggest proportionate increase in the Euro- 
pean population has been in Northern Rhodesia, where the population has 
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risen since the last census in 1951 from 37,079 to 64,800. There are approxi- 
mately 7,000,000 Africans in the Federation, but a full census of Africans 
was not taken. The total number of Africans employed in the Federation is 
1,021,600, of whom 601,000 are employed in Southern Rhodesia; 258,000 in 
Northern Rhodesia; and 163,000 in Nyasaland. 

Salisbury’s population of 62,000 Europeans almost equals the total Euro- 
pean population of Northern Rhodesia, and Salisbury is now by far the 
biggest city in Africa between Pretoria and Egypt. 

The Federal Minister of Finance, Mr. Donald Macintyre, introduced his 
so-called “disinflationary budget” on June 28. Various concessions and 
allowances make it possible for a married man with three children to pay no 
tax up to an income of £1,733. Non-contributory old-age pensions for the 
European have been raised to £200 per annum. The cost of food from the 
farmer is increasing, but the Government has decided that there shall be no 
increase in food subsidies. The Minister stated that the national income had 
risen from £236,000,000 in 1954 to £309,000,000 in 1955, a rise of 18-5 per 
cent, due largely to the high copper prices. Private and public expenditure 
totalled {225,000,000 and investment had reached the new high level of 
£111,000,000. Such figures show the severe strain that had been exerted upon 
the Federation’s local resources of money and material during 1955. 

Mr. Macintyre said that companies had saved 41 per cent of their disposable 
incomes in 1955 and individuals must follow suit. The Government was 
doing its share by putting to reserve surplus revenues which had resulted 
from high copper prices. Expenditure on revenue account for 195 5-56 would 
be approximately £50,000,000, but almost {10,000,000 of this would be put 
to capital account. 

In concluding, the Minister said that the year had been noteworthy not 
only for the fact that a Minister of Finance had appropriated an extraordinarily 
large sum of revenue to the service of capital account. It had also seen 
generous acts of financial self-sacrifice by the copper-mining groups, by the 
Charter Company and by the banks, whereby the internal contribution to 
the great Kariba scheme had reached quite unexpected proportions. This 
was a good augury for the future. It brought nearer the time when, in at 
least one respect, that of securing capital finance, the Federation would not 
have to rely so heavily on external borrowing. 

Five married persons within the Federation were shown as having incomes 
exceeding {£50,000 in the financial year ending June 30, 1955. In the same 
period there was one eligible bachelor whose income exceeded £20,000. 
There were 44,000 individual taxpayers and 2,100 companies that paid tax. 
Individuals paid £4,600,000 and companies {£24,000,000. Of the tax paid by 
companies, the copper companies in Northern Rhodesia paid £14,400,000. 


The Kariba Scheme 
EVELOPMENT within the Federation is forging ahead at un- 
precedented rates. In Northern Rhodesia the copper companies are 
spending millions of pounds to increase the production of the metal, and 
further millions are being spent in extending the refineries, In Southern 
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Rhodesia development plans cover a wider field of industries, and are con- 
cerned with the development of citrus, an increase in the tobacco crop, 
improvement of ranching areas, conservation of water, the increased pro- 
duction of asbestos, chrome, nickel and other minerals, the manufacture of 
fertilizers, the trebling of production of the Rhodesian Iron and Steel Com- 
mission’s output and widespread advance in secondary industry. 

The World Bank has made a loan of £28,600,000 to the Federal Power 
Board to help with the first stage of development of the Kariba Power Scheme. 
The interest rate will be 5 per cent, including 1 per cent commission charged 
by the bank. This is the bank’s largest loan in Africa and it is also the largest 
it has ever made for a single project. 

The main Kariba contract was awarded to an Italian firm, Messrs. Impresit 
Ltd. This contract comprises the damming of the Zambezi River and the 
construction of an underground power house, and is valued at £25,278,000. 
The next tender was approximately a million and a half pounds greater. 

Amongst other contracts awarded to date are: British Thomson-Houston 
Export Co. Ltd., {2,121,000 for switchgear; Bailey & Co. Ltd., London, 
{1,072,000 for the supply of water turbines; Metropolitan-Vickers, Man- 
chester, {1,772,000 for generators. So far more than {12,000,000 in con- 
tracts have been awarded to British companies by the Federal Power Board 
and this figure excludes contracts granted to Rhodesian subsidiaries of 
United Kingdom firms. 

On the site itself work proceeds apace, and it is an exhilarating experience 
to visit Kariba. Right there in the heart of Africa, at this season in great heat, 
buildings have been erected, tarred roads laid down, the great diversion 
tunnel is rapidly being driven through the rock and the coffer dams have 
already taken shape. The work is, in general, ahead of schedule and the Power 
Board is well satisfied with the tenders it has received and the work that is 
being done. The urgent need for the completion of the project flows from 
the continuing industrial expansion and the fast rise of power consumption. 
In 1954-55 the power figure was 1,800 million kilowatt hours, and the rise 
last year was 16 per cent. By 1972 it is expected that the need will be for 
7,200 million kilowatt hours. The cost of power to the distribution station 
is expected to be o-869d. when generation starts, which is slightly higher 
than today’s rate, but by 1962 it is estimated that power will cost 0-5884., 
which is 20 per cent cheaper than present costs, and it is prophesied that the 
cost will continue to drop until by 1972 it should be 0-283d. per unit, or 
about one-third of today’s figure. 

The formation of the Federation’s first Merchant Bank was announced in 
Salisbury in May. It will have the backing of some of the most important 
banking and investment institutions in the world. It is to be called The 
Merchant Bank of Central Africa and will be sponsored by N. M. Rothschild 
and Sons, and Philip Hill, Higginson & Co. Ltd., both of London, in con- 
junction with the Rhodesian Selection Trust Ltd. ;‘Dillon Read & Co., New 
York; de Rothschild Fréres, Paris; Banque Lambert, Brussels; Messina (Trans- 
vaal) Development Co. Ltd.; and Leben Investment (Rhodesia) (Private) Ltd., 
Bulawayo. Its Chairman will be Sir Ronald Prain, of the Rhodesian Selection 














98 RHODESIA AND NYASALAND 


Trust Group, and the bank is expected to be open for business early in 
1957- 

Mr. Ellman Brown, Minister in charge of R.I.S.C.O.M., has recently 
announced agreement in principle between the Government of Southern Rho- 
desia, leading British steel manufacturers, the Messina (Transvaal) Develop- 
ment Co. and other British and Rhodesian financial interests to denationalize 
the Rhodesian Iron and Steel Industry. The new company will take over the 
control and development of R.I.S.C.O.M. from January 1, 1957. The company 
will be under the control of a board of directors, on which the Southern 
Rhodesian Government will be represented. No one company will have a 
controlling interest, but the Lancashire Steel Corporation, together with 
Stewarts & Lloyds, are arranging to be directly responsible to the Board for 
the development programme of the iron and steel works at Redcliff and at 
Bulawayo, and these are to be developed to conform with a more economic 
unit and to provide a greater tonnage and also variety of steel products. 

The new company aims to produce 150,000 tons of ingots per annum, 
and this figure will rise later to 250,000 tons of finished steel. Production is 
being carefully planned to coincide with the flow of power from Kariba and 
the consequent easing of the coal transport problems. Total development 
costs of the initial programme will be approximately £8,000,000, and this will 
include the erection of coke ovens, sintering plant, a large blast furnace, two 
additional open-hearth furnaces and extensive alterations to the rolling mills. 
The company will also acquire the great Bukwe ore reserves. 


Labour Unrest 


ITH the tremendous forces working in the Federation today, it is not 
surprising that there should be a certain amount of unrest. 

In Northern Rhodesia, over a three-month period, there was a succession 
of irresponsible strikes on the copper mines and boycotts in the towns. The 
rolling strikes closed down mine after mine for a few days each, and were a 
demonstration of the power of the union, which is alleged to be much in- 
fluenced by the African National Congress. The strikes and boycotts were 
accompanied by many inflammatory speeches from African leaders, and the 
patience of the European population wore very thin. In August the Govern- 
ment decided to appoint a Commission of Inquiry. The African reply to this 
action came from the General Secretary of the African Mineworkers’ Union. 
He said that they would not co-operate with such a Commission of Inquiry, 
and a day or two later he made this statement : “Strikes by the union are going 
to remain indefinitely on the Copperbelt. There will be strikes and unrest 
until the African Union is free to represent whom it wishes.” 

The eventual outcome of the highly irresponsible conduct of leaders and 
members of the Mineworkers’ Union, and of the Congress, was the declara- 
tion, on September 11, by the Northern Rhodesian Government of a State of 
Emergency throughout the Western Province. The following morning, 
thirty-two African Mineworkers’ Union leaders were detained under the 
Emergency Regulations. Among these leaders were the General Secretary 
and the Vice-President. The President, Mr. Katilungu, was at the time in 
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Southern Rhodesia participating in arbitration on behalf of the African rail- 
way workers. He returned immediately from Bulawayo to Northern Rhodesia, 
and with his co-operation the situation has now returned to normal. 
Towards the end of September, Southern Rhodesia also was faced with 
labour troubles following the publication of a new wage scale for African 
workers on the Rhodesian Railways. The Government considered that the 
stoppage of work was likely to be colony-wide and declared a State of 
Emergency an hour before the strike was scheduled to commence. The 
Prime Minister promised full police protection to all those who disobeyed 
the instructions of the union leaders to strike. Any such strike was illegal, 
since the whole matter of conditions of service had been referred to arbitra- 
tion and the union leaders had agreed to abide by the arbitration award. The 
effect of such a determined stand by the Government was that, in Southern 
Rhodesia, the only workers to go on strike were those in the Bulawayo area, 
and the strike itself broke on the fourth day, when almost 100 per cent of 
the workers returned to their jobs. On the following day the regulations 
under the Proclamation of Emergency were withdrawn. The Governor called 
Parliament so that the Government might make a full statement of its actions. 
At the end of October the State of Emergency continued in the Western 
Province of Northern Rhodesia, and no indication has been given of when it 
will end. The Acting Chief Secretary has said that there was now good reason 
to believe that the dangers foreseen by the Northern Rhodesian Government 
had been averted, although much still remained to be done. He further told 
the House that the action of declaring a State of Emergency could not have 
been taken earlier and in the opinion of the Government it would not have 
been so effective if it had been taken any later. The situation on the Copper- 
belt had caused a great deal of anxiety for some months and by early Septem- 
ber, said the Chief Secretary, it had become clear that swift and certain action 
should be taken in order to safeguard life and property, and to ensure the main- 
tenance of law and order. Police intervention had been called for in certain 
instances, but casualties had been few and very light. Work on the Copperbelt 
had now returned to normal, and a Commission of Inquiry had been appoin- 
ted by the Government to investigate the causes and circumstances of unrest. 


Federation and Dominion Status 


HE Prime Minister of Southern Rhodesia, Mr. Garfield Todd, addressed 


several meetings in Northern Rhodesia at the end of September, and at 
Ndola said : 


I might go further, and say that the question as to whether we will have any 
future may largely depend upon the relationship between our countries. We in 
Southern Rhodesia have, by our action in entering a Federation, deliberately 
postponed the attainment of full self-government so that, in participation in 
government with Northern Rhodesia and Nyasaland, we may achieve such a 
state together. We believe that through our new unity we can achieve such 
security and progress as could not have been enjoyed by any one of us if we had 
gone our separate ways. 
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Lord Malvern has stated that the non-European would have to prove his 
worth if he were to attain parity with the European, but that opportunity 
awaited. He was speaking of the public service which has now been thrown 
open to “any person domiciled in the country irrespective of race or creed”, 
There would be “‘one civil service: not a European, African, Coloured and 
an Asian service”. At present there would have to be four branches, but these 
would be arranged side by side and it would be possible to transfer from one 
to another. 

The Prime Minister continued : 


We adhere firmly to the view that complete parity with the European counter- 
part must, from both practical and ethical points of view, be accorded the non- 
European in Branch Two who is filling a post previously held by a similarly 
qualified European, once he has demonstrated over a reasonable period that he 
can and will maintain the accepted standards of integrity, responsibility, efficiency 
and devotion to duty with no more than the same degree of supervision as far as 
the latter three qualities are concerned. 


In August the Southern Rhodesian Parliament unanimously agreed to send 
a delegation to wait upon Lord Malvern with the request that there should be 
closer co-operation among the four Governments of the Federation. Every 
member who spoke supported the general principle of closer co-operation 
“in order to secure the welfare, advancement and security of all the people 
within the Federation” and to secure Dominion Status for the Federation 
within the Commonwealth. The Prime Minister, Mr. Garfield Todd, said 
they stood aghast at certain political developments in the North and the 
security of the Federation was being threatened. This motion was not limited 
to expressions of opinion, he said, but was designed as a prelude to action. 

The four Governments of the Federation should work together because 
their future was one. Referring to Dominion Status, Mr. Todd continued: 


I must say I am not concerned so much with the metaphysical concept of a 
free and independent Federation as I am concerned with the security, welfare 
and advancement of the inhabitants of the Federation. However, if Dominion 
Status is good for New Zealand and the Gold Coast, if it is set down in the 
Federal Constitution as the legitimate aim of the Federation, then I believe it is 
good for all in the Federation. 


The outcome of this resolution was the calling of a meeting of Heads of 
State in October. This was the first meeting of Heads of State within the 
Federation since December of 1954, and one of the most important results 
of the meeting was the decision to meet regularly in the future. The next 
meeting is to take place early in 1957. 

Central Africa, 

November 1956. 











